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Performance is what counts. . . performance under 
actual working conditions —in your office — with your 
own operators! Make the DESK TEST! Know first-hand the 
superiorities of an Easy-Writing Royal—see the letter- 
perfect typing it does, and the smooth, effortless way this 
famous typewriter performs! Let it prove to your satis- 
faction that Royal is World’s No. | Typewriter—and why! 


ROYAL 


© 1937, Royal Typewriter Company, Inc. 


WORLD’S NO. 1 TYPEWRITER 


There’s only one 


way to buy 


a typewriter! 


Give it— 








*GET A 10-DAY DESK TEST FREE! 
Royal Typewriter Company, Inc., Dept. WC-107, 2 Park Ave., New York City 


Please deliver an Easy- Name ee 
Writing Royal to my office 

©f aio-day FREE DESK = =—- Firm Name_____________— 

TEsT, | understand that Streat 
thi, will be done without 
©Dligation to me. City_ 
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Complete Facts 


Make possible sound decisions on the part of execu- 
tives and those entrusted with management prob- 
lems. Ordinary judgment applied to a base of com- 
plete facts often results in a sounder decision than 


good judgment applied to a base of incomplete facts. 


The American Academy of Accountancy offers train- 
ing which is most practical and prepares the Ac- 
countant to present and correlate the facts so sound 


decisions can be made. 


Catalog describing courses upon request 


THE AMERICAN ACADEMY OF ACCOUNTANCY 


EXECUTIVE OFFICES 


720 North Michigan Avenue 
Chicago, Illinois 




















WHEN You Are ASKED TO RECOMMEND 
AN ACCOUNTING COURSE 


“ibn gpenneee are often asked by employees or by per- 
sonal acquaintances to suggest a plan of accounting 
training. 

To be guided in making such suggestions, it is helpful 
to have information regarding the educational personnel of 
the training institution. If those who are responsible for 
the text and the educational methods used are well-known 
educators and accountants, confidence may be felt in every 
aspect of the training plan. 

Your attention is called to the educational organization of 
the International Accountants Society, Inc., here shown: 


Executive Educational Committee 


The four men composing this committee are responsible 
for I. A. S. educational activities and policies, with par- 
ticular reference to text material, research, standards, and 
technical methods. 


Dexter S. Kimball, M.E., LL.D., D.Sc. 
Chairman, Board of Directors, International Accountants Society, 
Inc.; Dean Emeritus, College of Engineering, Cornell University ; 
Former President, American Society of Mechanical Engineers ; author 
of ‘Cost Finding’ and other text material. 


Lee Galloway, B.Sc., Ph.D. 
Vice Chairman, Board of Directors, International Accountants So- 
ciety, Inc. ; Former Chairman, Board of Directors, Ronald Press Co. ; 
Former Director Department of Management, New York University. 


John T. Madden, C.P.A., B.C.S., A.M. 
President, International Accountants Society, Inc. ; Dean, School of 
Commerce, Accounts and Finance, New York University; Former 
President, American Association of University Instructors in Ac- 


counting. 


Stephen Gilman, B.Sc., C.P.A. 


Vice President and Educational Director, International Accountants 
, 


Society, Inc. ; author of “Analyzing Financial Statements,” ‘*Princi- 
ples of Accounting,’ and numerous technical articles on accounting. 


pt addition to this strong Executive Educational Committee 
the I. A. S. Staff includes sixteen Faculty members and 
forty Advisory Board members. 

The members of the I. A. S. Faculty are thoroughly ex- 
perienced Certified Public Accountants, each of whom pos- 
sesses unusual qualifications. This is the result of careful 
selection, under a rigid policy which provides that before a 
man is eligible to a place on the Faculty (1) he must be a 
certified Public Accountant by examination; (2) he must 


have had practical experience in accounting; and (3) he 
must have ability in the teaching of accounting. 

The Advisory Board is composed of eminent accountants, 
business executives, engineers, attorneys, and educators who 
are available for technical consultation and educational coun- 
sel. The active co-operation of these Advisory Board mem- 
bers has resulted in many of the outstanding features of the 
I. A. S. Course. 

The mere association of these two groups with the faculty 
of the International Accountants Society, Inc., is in itself 
eloquent testimonial as to I. A. S. training. In addition, 
their co-operation in various advisory and consulting capaci- 
ties provides the practical, broad viewpoint which is so 
necessary in any plan of adult education. 





ADVISORY BOARD | 
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be provide you with additional information which may be 
of value to you when you are asked to recommend a 
training plan, we shall be glad to mail you, upon request, a 
copy of our 56-page booklet “ACCOUNTING—The Way 
to Business Success.’’ Although this booklet is designed to 
be read by prospective students it may prove quite interest- 
ing to you as well, and we believe it would be helpful for 
you to have it conveniently located in your files, quickly 
available to be shown to those who may ask you specific 
questions regarding I. A. S. training. 


INTERNATIONAL ACCOUNTANTS SOCIETY, ic. 


A Division of the ALEXANDER HAMILTON INSTITUTE 
3411 South Michigan Avenue 


Cuicaco, ILLINOIS 








SRR SRR ToT 


ae eangyrs 








Ss Sas 


ee 





w= er  hCVE 


Ss = =~ 








NR EREMNT :T 








The 


Controller 








VOL. V 


SEPTEMBER, 1937 





Ldttortal Comment 


xe time for the annual stock taking by control- 
lers is at hand. They will be assembling from all 
parts of the country, early in October, in New York 
City—several hundred of them—and for three or 
four days they will be comparing notes, experiences, 
and plans with respect to their work. This will not 
be a physical inventory. Instead, it will be a survey 
of progress made during the past year in the solu- 
tion of their own special problems, related largely 
to procedures, but in part to what might be termed 
professional matters. 

Far reaching changes in business practices made 
necessary by the federal and state regulatory enact- 
ments of recent years, several of which became fully 
effective during the past year, entailed the setting 
up of new procedures, the keeping of additional 
records, the making of new, voluminous reports to 
various agencies, the close scanning and segregation 
of cost items, the making of new forms of agree- 
ments and contracts—in short, added a great mass 
of detail to be handled by the controller in his usual 
painstaking manner. 

It is fair to say that the greater portion of the 
responsibility for complying with new laws and reg- 
ulations has fallen on the controller, for, in addition 
to setting up new procedures and breaking new 


ground all along the way, he has had to be in a po- 
sition to supply to management accurate informa- 
tion with respect to the costs and other details of 
these new activities. 

At the close of each of these cycles of law making 
activity, during the past four years, it has been felt 
that that particular year could be entered in the 
records as one which called for the greatest efforts 
in the history of controllership. The same conclu- 
sion must be reached with respect to the past twelve 
months. 

After all, it is control, of various kinds, which 
government is seeking, and it is not surprising that 
the burden falls most heavily on controllers, in 
setting up and operating the numberless details in- 
volved. 

So controllers come to the approaching Annual 
Meeting of The Controllers Institute of America— 
October 4, 5 and 6 at the Waldorf-Astoria Hotel, 
New York City—with a long list of matters to be 
discussed and analyzed. These sessions will provide 
not only a review of the past year’s work by control- 
lers, but a glimpse into the future and a preview of 
the added responsibilities, activities and opportuni- 
ties which followers of this calling will be asked to 
shoulder. 
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Controllers Make Good Job of Preparing 





Millions of Wage SS-2a Reports 


Relate Their Experiences in Transcribing Great Volume of Wage Information Con- 


cerning Individual Employees Required by Social Security Forms SS- 


2 and SS-2a—A ddi- 


tional Cost Difficult to Figure—Procedures, Short Cuts, and Time Savers Described. 


OW controllers of American 

business concerns met the prob- 
lem of filing millions of individual 
reports concerning taxable wages paid 
to individual employees over a period 
of six months is described in this 
article, which is based on the results 
of a wide spread inquiry made by The 
Controllers Institute of America among 
controllers of companies, large and 
small, in many diverse lines of busi- 
ness, and situated in widely separate 
locations. 

The controllers did a good job. Most 
of them had made careful preparations, 
many months ago. Costs were held to 
a minimum. This first filing disclosed 
some procedures which could be im- 
proved, and as a result of the ex peri- 
ence gained in July, it is believed the 
next filing, in October, will go even 
more smoothly, and be accomplished 
at still less expense. 

The one thought most commonly 
expressed was that efforts should be 
made at once to bring about some de- 
gree of uniformity between the states 
as to individual wage reports required, 
and as to the shape, size, and layout 
of the forms on which these re ports— 
largely for unemployment compensa- 
tion purposes—shall be made. Uni- 
formity as to periods to be covered also 
is desired. 

Many controllers expressed the 
thought that the making of this survey 
by The Controllers Institute of Amer- 
ica was timely and helpful, and that it 
should enable controllers to evolve the 
most workable procedures in the short- 
est time. Many comments are repro- 
duced here in full, but there are hun- 
dreds more for which space can not 
be found at this time. The response 
to the inquiry was prompt, and wide- 
Spread. 


—THE EpITor. 





Business concerns generally took in 
stride the enormous task of filing mil- 
lions of reports, during July, with re- 
spect to wages paid to individual em- 
ployees—the latest task of considerable 
magnitude to be imposed by govern- 
mental authorities—a part of the Social 
Security program. This much was dis- 
closed by a survey conducted by The 
Controllers Institute of America dur- 
ing August. 


ANOTHER TASK FOR CONTROLLER 


Details of compliance with the re- 
quirements of the Treasury and of the 
Social Security Board were in the 
hands of the controllers of the busi- 
ness concerns. These first reports Ccov- 
ered a period of six months, the first 
half of the calendar year 1937. The 
reports were designated as SS-2 and 
SS-2a, the last named being the indi- 
vidual reports, one for each employee. 
The problem of setting up the ma- 
chinery for recording and assembling 
the mass of details to be included in 
the reports, and of the preparation 
of the reports themselves, had been 
studied and discussed for months by 
controllers. These studies and discus- 
sions in fact date back to the fall of 
1936. 

The real test of the plans made came 
in July, the month in which the re- 
ports were to be filed, and it was at 
the close of that month that the Con- 
trollers Institute of America solicited 
information as to the workings of 
those plans, and results obtained, as to 
time and labor saving methods that 
had been evolved, and as to the ap- 
proximate cost of the work. 

It was found to be impossible to 
obtain accurate information as to costs, 
as they are so intermingled with other 
operations as to be difficult to segre- 


gate, including as they do the setting 
up or expansion of procedures for 
maintaining individual earnings rec- 
ords for employees. This work was 
begun long ago, some of it in compli- 
ance with state unemployment com- 
pensation insurance acts. In many in- 
stances it involved the purchase and 
installation of mechanical devices on a 
large scale, and the training of em- 
ployees to operate them. 

Later, additional employees were 
found to be necessary to do the actual 
work of transcribing the information 
and writing the individual reports. 


Work DECENTRALIZED BY 
LARGE COMPANIES 


An interesting fact elicited by the 
survey was that the larger concerns 
seemed to be able to handle this work 
with less trouble and expense than the 
medium sized concerns, by decentral- 
izing the procedure, and requiring 
branch offices to perform most of it. 
The additional work was thus ab- 
sorbed in many instances without en- 
gaging additional employees, except 
for a small number at the headquarters 
offices, where the information was as- 
sembled and prepared for filing. Me- 
dium sized concerns often were put to 
greater inconveniences in handling this 
job, and found it necessary to employ 
more additional help than the large 
companies. 

Additional costs ran from _practi- 
cally none, all the way up the scale to 
$12,000. 


OBSERVATIONS AS TO COST 
Some observations as to additional 
costs, which were received: 
“Three hundred clerical hours, to 
prepare reports for 3,000 employees. 
Most of this time was con- 
nail in detail transcription.” 























“An extra full time clerk was added, 
at the first of the year, for this work. 
About fifteen clerk days were found 
to be necessary to compile SS-2a.” 

“The time consumed in preparing 
both forms of report for 18,000 em- 
ployees is approximately 1,200 hours 
per quarter. At our largest opera- 
tions, where tabulating equipment is 
available, we are arranging to tabulate 
the wage information now accumu- 
lated by hand and print the answers to 
Questions 1 and 4 inclusive by use of 
the alphabetical tabulator. Either ad- 
dressograph or printing will answer 
question 5, and when necessary the 
answers to Questions 6 and 7 will be 
typed. These changes will reduce the 
total time required by 30 per cent.” 

“One day of one clerk’s time each 
quarter will take care of the actual 
preparation of the forms for 450 to 
500 employees.” 

“Our best estimate of the clerical 
time involved is that there was ap- 
proximately one hour of clerical time 
for each twenty employees. This can 
not be regarded as a definite added 
expense because much of the work was 
absorbed by the existing organization, 
without putting in overtime.” 

“Preparation .... of forms for 
six-month period required approxi- 
mately 75 hours for 225 employees.” 

Some controllers reported that no 
cost for new equipment was incurred. 
Most of those who replied gave no in- 
formation on that point. Quite a num- 
ber indicated that new equipment 
either has been, or is to be, acquired. 
Many references were made to the 
printing of the forms in strips. 

“The additional burden, including 
the cost of additional tabulating equip- 
ment, would equal approximately three 
additional clerks. We already had a 
large machine tabulating installation. 
We really did not install a new system. 
We only enlarged our payroll proce- 
dure. I am sure if we attempted to do 
the work manually and had not had a 
rather detailed system, the addition of 
these forms would have been a much 
greater burden.” 

“The actual cost to us is about the 


salary of one high grade clerk for forty 
hours.” 








This Is the Request 
Made of Controllers 


The Controllers Institute of Amer- 
ica is interested in learning from 
many of its members what their ex- | 
periences were in preparing and fil- | 
ing the forms SS-2 and SS-2a. Un- | 
doubtedly the preparation of these 
reports, especially in cases where the | 
numbers of reports were large, in- | 
volved the setting up of special | 
routines and procedures. | 

The ingenuity of a controller in | 
handling a special situation such as | 
this may produce a plan of proce- | 
dure which would be of value to | 
others. It would be helpful to com- | 
municate the facts to others, so that 
when the next filing is to be made, | 
the task may be simplified. | 

It will be appreciated if you will 
write to describe any short cuts, 
time and labor savers, and special 
arrangements that you may have 
made. 

Also, it would be interesting to 
have a general statement as to the | 
number of clerical hours required | 
for this special job, which would 
give some indication as to its cost. 

In brief, this being the first filing | 
of these particular reports, it pre- 
sented many new problems of pro- 
cedure, and The Institute is inter- 
ested in obtaining a general picture 
of how controllers generally re- 
solved those problems. 











MAINTAINING RECORDS Most 
EXPENSIVE ITEM 


The point was made by several con- 
trollers that by far the greatest cost 
in this work lies in the maintenance of 
individual earnings records cards for 
both permanent and casual employees 
throughout the six months’ period, 
rather than in the final preparation of 
the SS-2a forms. 


Comments by Controllers 

Controllers were not slow to offer 
suggestions as to changes that might 
reduce costs and facilitate the handling 
of this work, and to make other com- 
ments. Among the observations made 
were: 

“Delay in issuing Form SS-2a was a 
retarding factor. Careful considera- 
tion could not be given until July as 
to the procedure to be followed in en- 
tering the information on our company 
forms.” 

“We feel that the filing requirement 
by the Federal Government, of thirty 
days after the closing period, is in- 
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sufficient time for the average large 
establishment.”’ ; 

“We feel that the government could 
help materially in the future prepara- 
tion of Forms SS-2a if they were to be 
issued in quadruplicate, as much of the 
information could be printed once me- 
chanically, and the essential informa- 
tion later filled in for the other quar- 
ters.” 


REPORT ONLY ON EMPLOYEES 
WHO LEAVE 


One of the suggestions most fre- 
quently made by controllers was that 
only annual, instead of quarterly, earn- 
ings records be required. “Report quar- 
terly only the earnings of employees 
who have left,” one controller sug- 
gested. 

“We question the necessity for quar- 
terly reports at this time and believe 
employers and the Federal Govern- 
ment would be saved a lot of expense 
if annual reports would suffice.” 

“We do not see the necessity of re- 
porting this information each quarter, 
and feel that some arrangement should 
be made so that this information 
would have to be furnished to the gov- 
ernment only at the end of each year 
so that one report would replace four. 
This would greatly reduce the clerical 
work necessary not only for the indi- 
vidual company but also for the gov- 
ernment.” 

“There is just so much detail, and 
those in charge of the work simply 
ploughed through it.” 

“The situation is so complex that 
hope of having a payroll section oper- 
ate with smooth precision is almost 
unattainable.” 

“We have experienced no great difh- 
culty but quite a lot of additional 
work.” 


TRANSFERS OF EMPLOYEES ENTAILED 

“The principal difficulty experienced 
by us is caused by the transfer of 
employees from one department to an- 
other. Such transfers of employees of 
the company are quite frequent. Sep- 
arate payrolls are maintained for each 
department, and unless the individual 
record of the employee's earnings is 
filed under the department in which 
that employee has been engaged, the 
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total of wages paid as shown by the 
individual record can not be recon- 
ciled with the total wages paid as 
shown by the payroll record for that 
department. The Treasury Depart- 
ment’s requirements are that only one 
Form SS-2a be filed for each employee 
to whom taxable wages are paid dur- 
ing the period. In order to meet this 
requirement it was necessary for us to 
assort the report forms alphabetically 
and when the same person had tre- 
ceived wages from more than one de- 
partment, a new Form SS-2a was made 
out combining the total wages paid, 
on said one form. The labor of pre- 
paring the reports was increased con- 
siderably by this requirement.” 

“The Controllers Institute of Amer- 
ica can perform a very valuable service 
for large employers by convincing the 
Bureau of Internal Revenue and state 
unemployment compensation commis- 
sions that large employers should be 
permitted to take full advantage of 
the equipment they have installed. 
Obviously the adoption of such a pro- 
cedure would result in considerable 
savings in clerical expense, in the prep- 
aration and filing of state and federal 
tax data.” 

“Not having received from the Col- 
lector of Internal Revenue the em- 
ployer’s identification number, we at- 
tempted to file these forms without it. 
The collector indicated on Forms SS-2 
and SS-2a our identification number 
and returned both SS-2 and SS-2a to 
us to have this number impressed on 
each form.” 

“Exact balancing is quite a task.” 


SUGGESTS FIXED SUM FOR TAX 


“It would appear that this whole 
problem could be greatly simplified for 
industry and for the Social Security 
Board if, instead of trying to keep 
accounts with the various individuals, 
and as time goes on the number will 
increase very materially, a fixed sum 
were named as the monthly benefit 
rate and thereby eliminate the neces- 
sity of keeping accounts on earnings 
for all these people, many of whom 
will probably not live to be entitled 
to monthly benefits. We appreciate, of 
course, it might be argued that this 
would not work out fairly for those 





who contribute larger amounts; how- 
ever, the present scale of benefits is 
not on a pro-rata basis and conse- 
quently may be regarded to some ex- 
tent as also unfair to the individual 
whose earnings are on a higher level.” 

“By the use of tabulating machinery 
where it can be justified, Form SS-2a 
can be prepared at very little additional 
cost.” 

“We feel there is room for improve- 
ment in our procedure, especially with 
respect to monthly summarization of 
taxable remuneration and of non-tax- 
able remuneration, due to employee 
being over 65 years of age, or having 
earned more than $3,000.” 

One interesting and pertinent com- 
ment which was made by many con- 
trollers was to the effect that while 
preparation of the forms did not in- 
volve much work, the assembling of 
the information did, embracing as it 
does the compilation of the data for 
each individual employee, and the 
preparation of addressograph plates 
and supplementary devices that go to 
make up the routine. These involve a 
tremendous amount of additional work. 

“It might be a slight saving to send 
the forms to a printer and have the 
company’s name and number, and the 
date, printed on them. This time my 
clerks used a rubber stamp for that 
purpose.” 


RECORDING AND TABULATING 
MACHINES WIDELY USED 

Practically every known type of re- 
cording and tabulating machine was 
mentioned by controllers as having 
been used. On this subject of me- 
chanical aids much interesting infor- 
mation was brought to light by the 
survey. 

Some controllers in preparation for 
turning out this series of reports in- 
stalled in advance visible card systems, 
with a card for each employee. 

Many controllers reported use of a 
rubber stamp, addressograph, and 
typewriter, in preparing SS-2a. 

In cases of far-flung business enter- 
prises it was found to be customary to 
require each branch tu prepare and for- 
ward to the home office a form SS-2a 
for each employee, together with a 
summary on adding machine tape in- 
dicating that the aggregate sum is in 


balance with the branch’s records with 
respect to total taxable wages paid for 
the period. 

Checks with an appropriate notice 
attached which were photostated and 
resorted, were used by one company. 

“In common with most modern pay- 
roll procedures, our own payroll ac- 
counting has for some time provided 
for the accumulation of earnings of 
individual employees,” one controller 
wrote. “These figures have been used 
for federal and state information re- 
ae Preparation of the social 
security forms involved only the 
transcribing of the employees’ earn- 


One controller reported he had had 
a procedure established for several 
years which yielded certain required 
statistical information, such as for form 
1099. 

One company reported that when 
the payrolls are computed they are 
posted on a Remington-Rand account- 
ing machine, and in one operation sev- 
eral records are made. Employees who 
are not taxable under the state law 
are in a separate group. 


CONTINUOUS ROLLs USED IN 
Many Cases 

Continuous rolls of the Form SS-2a 
were used in some instances, the gov- 
ernment having expressed willingness 
to accept them in that form if the 
taxpaying employer has them printed 
at his own expense. By using rolls, 
the forms may be printed completely 
in the International Business Machines 
equipment. One controller wrote that 
this plan would be followed in making 
out the next set of reports, and added, 
“all of the work we do at this time on 
the typewriter can be done on the In- 
ternational Business Machines equip- 
ment, so we expect to cut our time 
very materially.” 

Addressograph equipment or Elliott 
addressing machines were largely used 
to enter on the blanks the employee’s 
name and address and social security 
account number; also, in many in- 
stances, the “period ended,” company’s 
name, address, and identification num- 
ber. 

The employees’ addressograph plates 
or Elliott machine stencils are the 
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same ones used in many instances in 
preparing payrolls. 

Wage amounts were most frequently 
typed in on the form. Some control- 
lers reported that the wages were typed 
in the same operation of making out 
pay checks and recording payroll sum- 
mary, Underwood Elliot Fisher ma- 
chines being used. 

A Burroughs bookkeeping machine 
was used in many instances for keep- 
ing a record of the earnings of each 
employee. 

Some controllers reported that, un- 
til the various states get on a stable 
uniform basis, they are having indi- 
vidual earnings kept on hand posted 
visible file cards. 

Many controllers had a_ rubber 
stamp used to imprint the company 
name and number on the card. 


CoplES FOR STATE FORMS 

When typing information as to 
wages, it was possible in some in- 
stances to run a first carbon copy on a 
state form, such as California’s, and a 
second carbon or third copy on a plain 
sheet for the company’s own record. 

Hand posting on SS-2a of the 
amount earned by the individual was 
resorted to in some instances, this tak- 
ing the place of a typewritten entry 
on the blank. 

One controller reported that as 
changes are being made in his Holle- 
rith installation this year, he was not 
in a position to use the system he has 
designed, and instead used a ‘‘cumber- 
some temporary method.” 

One controller wrote that he de- 
layed making special preparations for 
this work during the period when the 
constitutionality of both federal and 
state social security laws was being 
tested. Consequently this work was 
done manually. The work was done 
by typewriter, and “proved to be a 
slow, laborious process.” This con- 
troller is convinced that tabulating 
equipment is the answer to a volume 
job of this sort. 


MorE UNIFORMITY SOUGHT 
More uniformity in state and federal 
forms was suggested by practically all 
who made any suggestions. 
“If there was more uniformity be- 





tween the state and the federal laws 
referring for instance to the different 
interpretation of the initial $3,000 of 
earnings, the clerical and routine prep- 
aration work would be a great deal 
simplified,” wrote a controller. 

“Our burden of complying with the 
requirements of Social Security laws is 
increased as a result of the varying re- 
quirements, definitions, exemptions, 
etc., contained in the Federal law, the 
New York State law and the New 
Jersey law,” said another controller. 
“We would like to add our plea to 
those of many other employers that 
associations of business men, including 
The Controllers Institute of America, 
continue their efforts toward inducing 
the legislatures to modify Social Se- 
curity laws in the direction of more 
uniformity.” 

“Stateunemployment insurance forms 
sometimes require additional informa- 
tion, but in many instances, when the 
state forms were of the same format 
as SS-2a, the stencils are used in prep- 
aration of the state. forms,” said an- 
other controller. 


There are reproduced here 
a series of letters from con- 
trollers of prominent compa- 
nies, giving descriptions of 
the procedures which they fol- 
lowed: 


Almost Entirely Mechanical Method 

Mr. Clyde A. Warne, treasurer of 
California Consumers Corporation, 
Los Angeles, reported that two clerks 
worked three eight-hour days prepar- 
ing the SS-2a reports for 750 em- 
ployees. He describes his procedure 
as follows: 


“Operation I: Cards are punched 
from the payroll record on a Powers 
automatic electric alphabetic punch for 
each employee, both active and inac- 
tive. This card contains the employee’s 
full name, social security number and 
company employee number. An em- 
ployee is assigned a company number 
and if he leaves, this number becomes 
inactive, and is never assigned to a 
new employee. This number permits 
using fewer digits in the company 
number, rather than social security 
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number. These cards are called name 
control cards. 

“Operation II: A card is then 
punched for each employee for each 
pay period from our payroll record, 
showing date, company employee num- 
ber and amount earned. With only 
three fields to contend with, the punch- 
ing of these cards is a very simple and 
speedy operation. 

“Operation III: These cards are then 
sorted together with the name control 
cards mentioned in Operation I, on a 
Powers sorting machine, at the rate of 
420 cards per minute, by company em- 
ployee number. 

“Operation IV: The same cards are 
then run in the Powers alphabetical 
printing tabulator at the rate of 100 
cards per minute. This tabulator is 
equipped with a special Powers com- 
pensating form and check writing 
carriage. After each total for each em- 
ployee, this carriage automatically com- 
pensates to the next form. These forms 
SS-2 and SS-2a are run simultaneously, 
the SS-2 being the original and the 
SS-2a the carbon. The card of any em- 
ployee earning over $3,000 for the 
SS-2a is manually pulled and retyped on 
the typewriter. This is usually a very 
small operation. At the end of the 
run a direct grand total is automati- 
cally taken from the earnings printed 
on the forms. This total is balanced 
against our payroll record. You will 
note that ours is almost entirely a me- 
chanical method.” 


Preparation, Not Operation, Proved 
Expensive 

Mr. James J. Mischler, controller of 
the Hobart Manufacturing Company, 
of Troy, Ohio, calls attention to the 
expense of keeping records, and of 
providing necessary equipment, which 
is large as compared with the expense 
of actually preparing the reports. He 
writes: 

“I feel that your questionnaire of 
August 6 in connection with the filing 
of forms SS-2 and SS-2a is very timely. 

“Our experience here has been that 
the actual preparation of these forms 
is not consequential, two thousand of 
them requiring only approximately 
three days time spread between super- 
visor, typist, and addressograph opera- 
tor. 
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“In regard to form SS-2a, the em- 
ployer’s report of wages paid to each 
employee, the following were put on 
this form by an addressograph: 1— 
Period ended; 2—employee’s account 
number; 3—employee’s name; 5— 
employer's name and number. 

“Items 4, 6 and 7 (being respec- 
tively the taxable wages paid to em- 
ployees, information regarding trans- 
fers, and employment termination 
date), were typed on the individual 
forms from information taken from 
our book record. 

“The totals as shown on the de- 
tailed forms were then summarized 
for form SS-2. The final totals for this 
form were of course cross checked to 
our controls as shown in our employ- 
ment records. 

“As previously stated, the prepara- 
tion of these forms did not involve 
very much actual work. On the other 
hand, the compilation of the data for 
each individual employee, the entire 
system tying into our payroll system, 
the preparation of addressograph 
plates and all of the supplementary de- 
vices that go to make up the entire 
routine, is an entirely different ques- 
tion. There is of course a tremendous 
amount of additional work necessary 
due to keeping these new records in 
the form required, notwithstanding the 
consolidation of information for the 
various usages in the company, the 
use of mechanical equipment to the 
greatest extent possible, and the elim- 
ination of all unnecessary clerical ef- 
fort. I assume that you are not asking 
for information in regard to the de- 
tailed system back of the preparation 
of these forms. If you do wish in- 
formation in this respect, I shall be 
very pleased to furnish it to you.” 


Procedure Almost Entirely Mechanical 

Mr. W. P. Baker, of Fenner & 
Beane, New York City, members of 
the New York Stock Exchange, de- 
scribes a procedure which is almost 
entirely mechanical: 

“By reason of our using the Inter- 
national Business Machines in connec- 
tion with the preparation of our pay- 
rolls and social security reports, it is 
questionable whether the following re- 
marks will be of interest to other con- 


trollers without my going into lengthy 
detail which must be avoided for the 
purpose which you have in mind. Fur- 
ther, although we operate in some 
nineteen states we have but slightly in 
excess of one thousand employees who 
are paid on a semi-monthly basis, so 
that our problem is rather a small one 
as compared with some of the large 
corporations who have representatives 
in The Institute. 

“Briefly, I might say, we use an In- 
ternational Business Machine salary 
card and a deduction card in connec- 
tion with the preparation of our pay- 
roll and social security data, the former 
containing the following information: 

“Date, number employed, state, sal- 
aries: semi-monthly taxable, deduc- 
tion (Federal Old Age Benefits Tax), 
net, monthly. Class: ledger control, 
office—department, vocation; clock 
number, social security number, name. 

“The payroll cards in each semi- 
monthly payroll are prepared auto- 
matically from a master card, repro- 
duced by means of the International 
Business Machines Reproducer, except 
in cases in which a change in the per- 
sonnel or rate of pay has taken place 
within the payroll period, and in that 
event it is of course necessary to pre- 
pare a new master payroll card. As the 
payroll card contains the taxable wages, 
the preparation of Forms SS-2 and SS-2a 
becomes a purely mechanical opera- 
tion and involves only the additional 
work of sorting and tabulating the in- 
formation required by the govern- 
ment, whether state or federal. 

“A fair estimate of the time re- 
quired by us in preparing the forms in 
question for the six months ended 
June 30 is twenty-five man hours.” 


Duplicates of Checks Supply Information 

Mr. J. A. Wood, of the Utah-Idaho 
Sugar Company, of Salt Lake City, 
describes the procedure which he in- 
instituted : 


“We had employed during the two 
quarterly periods ending June 30, be- 
tween eleven and twelve hundred men. 
The work of preparing Forms SS-2a 
was done by our regular force and re- 
ports were filed on time. During the 
operating season, however, when our 
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employees will increase to between 
five and six thousand men, I feel that 
additional help will be required. 

“We manufacture sugar at twelve 
branches located in five states. Inas- 
much as branch payrolls and payroll 
checks are prepared at the branch of- 
fices, it occurred to us that it would be 
advisable to have our branch offices 
prepare data for Federal reports so far 
as possible. Following this idea we de- 
cided to have payroll checks made in 
duplicate, the duplicate to be the basis 
of compiling information for Form 
SS-2a. The original check, of course, is 
delivered to the employee and shows 
total wages, exempt wages, deductions 
made, amount of check, and the like. 
This information is placed at the top 
of the check and is detachable from the 
check proper on the original. Branch 
offices forward to the general office all 
duplicate payroll checks as issued. Up 
to this point the work has been done 
by the branch offices. 

“Upon receipt at the general office 
the duplicate checks are filed in al- 
phabetical branch order. The total tax- 
able wages as shown on the individual 
checks should, of course, agree with 
the taxable wages as shown on the pay- 
roll itself. At the end of the quarterly 
period the work in the general office 
consists of adding the taxable wages 
on the several duplicate checks for the 
period (generally six, as we pay twice 
monthly) for each employee and pre- 
paring Form SS-2a. Form SS-2a is pre- 
pared as each employee's checks are 
added. The work is done by one em- 
ployee, but can be divided among 
many, if necessary. 

“A permanent record of all em- 
ployees is kept in the general office and 
to this record is posted the quarterly 
earnings as shown on Form SS-2a. The 
permanent record shows personal data 
information, as well as the earnings 
record, and provides space for report- 
ing earnings by quarter, with total for 
year, for eighteen years. 

“The information for SS-2, of course, 
is accrued each month from the payroll 
itself and little difficulty should be ex- 
perienced in balancing the total tax- 
able wages on the duplicate checks 
with the monthly payments as shown 
on Form SS-2, inasmuch as the dupli- 
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cate check is the actual record of the 
payroll payment and has been checked 
and balanced against the payroll. 

“I estimate that about fifty hours 
were required at the general office for 
one employee in preparing SS-2a.” 


Step by Step Description of Procedure 

Mr. R. R. Pattillo, controller of the 
Retail Credit Company, Inc., of At- 
lanta, Georgia, wrote: 


“The Tax Unit of our Statistical 
Department has prepared the attached 
information in connection with filling 
out Forms SS-2 and SS-2a. I hope that 
this information will prove useful to 
you and the members of The Institute 
in connection with the Social Security 
Taxes. 

“The handling of social security taxes 
has proved quite a burden to us, but 
we find, after several months’ experi- 
ence, that we are able to reduce the 
time involved in handling these rou- 
tine and detail matters.” 

The memorandum to which Mr. 
Pattillo referred reads as follows: 

“On July 31, 1937, the Retail 
Credit Company submitted to the In- 
ternal Revenue Department approxi- 
mately 3,000 Forms SS-2a. Two thou- 
sand of these were on employees who 
are carried on our regular salary roll, 
and 1,000 were on temporary em- 
ployees and fee inspectors. The in- 
formation for these returns was taken 
from our individual salary ledgers 
which are posted from month to month 
as the employees are paid. 

“The first step in the preparation of 
these forms was to run all 3,000 of 
them through the addressograph ma- 
chine and record the company’s name 
and social security number. 

“The next step was to run the forms 
through the addressograph machine 
and record the names of the 2,000 em- 
ployees who are on our regular salary 
roll. In this step the same address- 
ograph plates were used as are used in 
preparing the salary checks each month. 

“The next step was to stamp all 
3,000 forms with the date on which 
the period ended, which in this case 
was June 30, 1937. The fourth and 
last step was to record the wages from 
the individual salary ledgers and re- 
cord the state in which the employee 





worked ; also in the cases of temporary 
employees and fee inspectors to type in 
the name of the employee, which was 
recorded in Step 2 for regular salaried 
employees. 

“In the above process, Step 1 took 
seven hours of an addressograph ma- 
chine operator's time, step 2 took six 
hours of an addressograph machine 
Operator's time, step 3 took three 
hours of clerical time, and step 4 took 
twenty hours of a typist’s time. 

“In addition to the above four steps, 
it was necessary for us to add the in- 
dividual salary cards in order to get 
the six months’ total. This step took 
approximately fifty hours time. How- 
ever, in accordance with our system, 
this would have been done whether 
we filled out Forms SS-2a or riot. Also 
after the Forms SS-2a were prepared, 
it was necessary for us to total these 
in order to prepare Form SS-2. Due to 
the large volume of these forms, they 
were balanced out by states. No time 
record was kept on this, but a fair 
estimate would probably be ten hours. 

“To summarize the above work, it 
took about thirty-six hours to actually 
prepare the Forms SS-2a and about 
sixty hours to get our salary cards 
ready for the preparation of these 
forms and to balance them out after 
they were prepared. This is a total of 
ninety-six hours for 3,000 forms, or 
at the rate of a little more than thirty 
per hour for one employee. Since this 
was the first time that these forms 
were prepared we naturally did not 
have the maximum efficiency; and our 
estimate is that ultimately these forms 
can be prepared at the rate of fifty per 
hour for one employee.” 


Practically Every Type of Payroll Problem 

This concise description is given 
by the controller of a company of 
considerable size: 

“We have thirteen payroll units 
paying 6,500 employees, who work 
in the forty-eight states and terri- 
tories. Practically every type of pay- 
roll problem is encountered. Not- 
withstanding the scope, we have de- 
vised a simple, efficient procedure 
which accomplishes the purpose eco- 
nomically. 

“Beginning January 1, 1936, we 
prepared an Employees Earnings 
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Record card for each employee. 
Those relating to the 3,200 employ- 
ees at the home office are posted and 
proved by machine. The remaining 
3,300 cards with the other twelve 
payroll units are totalled and proved 
by Comptometer operators at the 
end of each quarter. The aggre- 
gate time is equivalent to one op- 
erator for 7 days at $5.00 per day 
(operator supplies the machine). 
These cards are then used for all em- 
ployee payroll reports and informa- 
tion returns required by Social Se- 
curity and Income Tax regulations. 
At the beginning, we found some 
difficulty in balancing these cards 
but steps have since been taken to 
eliminate the obstacles. 

“As you know, Form SS-2a is sup- 
plied in sheets of five forms each. 
The date, company name and ad- 
dress are printed on the sheet by our 
printing department, which runs the 
job prior to the beginning of the 
quarter. The company registration 
number, when issued, also will be 
imprinted during this operation. 
Running time, including typesetting, 
takes less than three hours—far 
greater speed than a rubber-stamp or 
addressograph operation. 

“The employee’s name and num- 
ber are imprinted by the addresso- 
graph. It would require one girl for 
six days to type the amount of wages, 
but since the work is spread over 
thirteen units it can be done by the 
regular staff. The amount of wages, 
of course, is obtained from the em- 
ployee’s earnings card. If an em- 
ployee terminates before the end of 
the quarter, his SS-2a is made up 
immediately and clipped to his earn- 
ings card, where it is picked up at 
the proper time.” 





Programs for Annual Meeting 


Programs and announcements of the 
Sixth Annual Meeting of The Con- 
trollers Institute of America have been 
mailed to every person on the lists in 
The Institute’s office. An invitation to 
attend is extended to all controllers. 

The Annual Meeting is to be held 
October 4, 5 and 6, at the Waldorf-As- 
toria Hotel, New York City. Five hun- 
dred attended last year’s meeting. It is 
expected that this year’s attendance will 
be still larger. 

A reservation slip was enclosed. 
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Motor Car Company’s Record Keeping 
Procedures and Forms 


The complete record keeping and 
procedure of the Packard Motor Car 
Company, for social security purposes, 
is described by Mr. E. C. Hoelzle, 
controller of that company, who is a 
member of The Controllers Institute 
of America. He also makes available 
for reproduction seven forms adopted 
by his company, with a description of 
the uses to which they are put. 

Mr. Hoelzle writes: 


“We rather imagine our experiences 
in general have been no different than 
those of a good many large corpora- 
tions. In setting up our social security 
records we wanted a plan which 
would: 


“1. Assure the compilation of accu- 
rate and permanent data pertain- 
ing to each employee. 

“2. Provide for correct payment of 
company contribution. 

‘3. Provide for correct deduction and 
payment of employee contribution. 

“4. Allow for simplification by corre- 
lating our social security records 
with other payroll records. 


“We are enclosing a group of forms 
labeled from A to G inclusive which 
show the tie-up between our payroll 
and social security records. 

“Form A is, of course, the more or 
less standard clock card. On the back 
of this card we figure the wages due 
and also the social security deduction. 

“Form B covers payroll record of 
each employee by departments. In- 
formation is transferred from the clock 
card plus other data covering deduc- 
tions for insurance, and the like. We 
have provided on this form for deduc- 
tions for unemployment insurance, 
should such a provision later be in- 
corporated in the Michigan law. 

“Form C covers our payroll check 
with stub attached which gives the 
employee a record of his gross pay and 
all deductions, including social secu- 
rity. You will note that one addresso- 
graph plate for each employee serves 
for clock card, pay check, payroll 
sheets, social security record, and form 
SS-2a. 


(Continued on page 243) 


PACKARD MOTOR CAR COMPANY 
Detroit, Mich. 
TO REGISTER 
Keep This Side Toward You 





VTB_ 140 
PAY ENDING CLASS 
AUG. 15-21 ’37 
379-10-3460 
RICHARD ROE 
INSTRUCTIONS 





EMPLOYEES MUST REGISTER “IN” ON ENTERING THE PLANT 
AND “OUT” UPON COMPLETION OF THE DAY’S WORK. 
EMPLOYEES DO NOT HAVE TO REGISTER AT LUNCH PERIOD, 
UNLESS THEY LEAVE THE PREMISES. 

AN EMPLOYEE WILL BE PENALIZED (44) HOUR FOR EACH FAIL- 
URE TO REGISTER, WHEN ENTERING OR LEAVING THE PLANT. 
AN EMPLOYEE INTENTIONALLY REGISTERING ANOTHER EM- 
PLOYEE’S CARD WILL BE DISMISSED. 

THIS CARD MUST NOT BE REMOVED FROM CLOCK STATION, 
UNLESS RELEASED BY THE CLOCK STATION CLERK. 





NIGHT | OUT IN OUT IN OUT IN 


TOTAL 





DAY | IN | OUT IN | OUT | IN | OUT 
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Elapsed | 48 70 
| | 
Total Hours | Total 
Paid For. 50 Earnings 
| | | 
front 
RATE 70 
OVERTIME 140 
ELAPSED TIME | 33 60 
TOTAL TIME PAID 35 00 
BONUS 
TOTAL EARNINGS 
OLD AGE BENEFIT 35 
back 


Form A—CLock CarRD 
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(Continued from page 242) 

Form E covers the earnings record 
for each employee. With this card we 
believe we have centralized most of 
the important information covering 


“Form D is our register control of 
the employee. You will note that we 


all checks drawn for the particular pay 
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have available the current and accumu- 
lated gross pay, also the current and 


OFI 








SLNAWLUVdAGd AM GNODAY TIOUAVG IVNGIAIGNI—g W407 





HB 


x06°FLT 


00°STZ [ STIVLOL 














| 
| 





9LFSIZ 00°S¢ —— GUVHOIU OPI 
O9FS-OL-6LZ8 ALA 
AOIIV = 68T | 
aL | 
——— ‘dd 8st | 
6C19-60-F98 ALA 
aac Oe | Let 
ILZI-10-98 LA 
———— FOviive ~oet 
S99T-S0-S88 ALA 
| 3 —— @IOUVH ‘81 





CTPSLS 00°93 


IN 
rh 
SO 
my 
hay 
iY) 
eS 
© 
— 
Q 
iS) 
“A 
iy 
© 
— 
—_— 
So 
~ 
~— 
~ 
je) 
© 
i) 
= 
SN 





FLESTS 





SlPSls i 


08 'Fs 











LLP81Z OF 0S 
Z10Z-10-C98 ALA 

a —— Beinn Fst | 
FECE-SO-CLE ALA 





OLFSLS 


| 
| 
| 
| 
—— 
ORFs | 
| 
| 
00°93 | 


| 
| 
| 
| 
BLF81Z : ig° | 83° 00°8% 
| 
| 


OF oF 

















QIV-MOVd | SAl'IddaAS | SHONVACY AWIL-YadAO| | 
| syuvNaU NG Ni K Sa9VM | UAASNVUL | | aAKYN ‘ON I10U— | 


SNOLLOAGAC | ] SUNOH = 
“"""/E6l 12 DNV’ ONIGNA GOMsad LNAWLYVdad 


IVLOL | daSdvV'14 
“ON MO“UHO AVd LAN 














NA LLIN 
SMORHO 


Ad 








ac SLAGHS AO ‘ON 
ON LAaHS ANVdWOO UVO AUOLOW AAVAIVd 





























244 


accumulated old age benefit deduc- 
tions. We have further provided space 
for unemployment deductions as pre- 
viously noted. This card also reflects 
hours paid for and hours allowed. This 
information is used in controlling a 
maximum work week of forty hours 
and will be useful in the event of an- 
other N.R.A. or similar legislation. 

“Form F is a summary for balanc- 
ing purposes of all postings to the em- 
ployee card. 

“Form G shows how we addresso- 
graph SS2a with the period date, the 
roll number, social security number 
and name of the employee, also our so- 
cial security number, name and ad- 
dress. 

“The information shown on Form E 
is compiled using Burroughs posting 
machines and according to latest fig- 
ures one operator can complete 650 
postings per eight hour day. We have 
probably absorbed some of the clerical 
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Gross ***35.00 
O.A.B. * EERO 35 
Advan’ ##*33.10 
Sndry ##**1 00 
Paid **EO 55 

$****0.00 


This is a Statement of Your 
Earnings and Payroll Deductions 


PACKARD MOTOR 
CAR COMPANY 
DETROIT, MICHIGAN 


PLEASE DETACH BEFORE 


CASHING CHECK 








Form C—StuB ATTACHED TO PAYROLL 











218416 0 00 11 

218417 35 0012 Gross 

218417 0 35 12 O.A.B. 

218417 33 1012 Advan’ 

218417 1 0012 Sndry 

218417 0 55 12 P.aid 
Form D—REGISTER CONTROL OF ALL 


CHECKS DRAWN FOR PARTICULAR 
Pay PERIOD 


in general the requirements for social 
security have meant a considerably in- 
creased expense for equipment and 
personnel. We have at present seven 
people directly working on social se- 
curity records, not including others in 
the payroll and allied departments who 
devote part of their time to this work.” 




















expense in with our regular work, but CHECK 
52 10 12 51.51 26 78 .00* 40 26.00 Aug21 10 52 77.51 s10 88 36 
65 10 37% 64.40 30 95 .00* 38 30.40 Aug21 10 75% 94.80 s10 88 1214 
52 1 81 52.00 28 80 .00* 40 28.00 Aug 21 221 80.00 s 2 24 3 
75 10 6034 74.82 35 1 10 .00* 40 34.80 Aug21 11 0034 109.62 s10 88 1234 
70 10 713% 69.38 35 1 05 .00* 40 34.80 Aug21 11 113% 104.18 s10 88 2334 
26 9 7614 26.00 26 Ws .00* 40 26.00 Aug21 10 16% 52.00 s10 88 71% 
28 40 28.00 35 63 .00* 50 35.00 Aug 21 90 63.00 s 80 10 
2:45 .00* 2 88 215.00* 
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States Reaching Out in Efforts to Tax 
Income from Intangibles 


Allocation of Income, Problem for Law Makers—Minnesota’s Recent Legislation 
Emphasizes What Is in Minds of State Officials—Statutory Sales Fraction Practically 






Ignored—Standard Formula Would Bring Uniformity—Article by C. E. BAsHe. 


LLOCATION of income of busi- 
A ness concerns by state authorities 
for tax purposes is a maze through 
which controllers and their assistants 
are constantly fighting to force their 
way. Minnesota is one of the latest 
states to grapple with this problem. 
An interesting picture of the situation 
in that state is presented by Mr. C. E. 
BASHE, tax consultant and accountant, 
of Minneapolis, in the accompanying 
article. 

—THE EpITor. 


When the first Minnesota Income 
Tax Act was passed in 1933, the ven- 
ture was regarded as an experiment. 
There was an absence of legal prece- 
dent for many of its provisions. Even 
its constitutionality was enshrouded in 
uncertainty. This latter doubt was re- 
moved by the Minnesota Supreme 
Court.! 

During the several years of the act’s 
administration, many practical prob- 
lems arose, especially in the allocation 
of income. Taxpayers who were ad- 
versely affected by its operation stormed 
their constituents in the legislature for 
relief. The state also had suggestions 
to make to the legislature for improve- 
ment of the act. It was, therefore, 
with considerable interest that students 
of the subject followed the delibera- 
tions of the lawmakers at the recent 
! special session of the legislature when 
it became evident that the law was due 
for revision. 

The changes made at this session in 
the allocation of income were not of 
vast importance; of far greater sig- 
nificance were the revisions which 
were considered by the law makers, 
but not adopted. Such negative action 





* Reed v. Bjornson et al., 191 Minn. Rep. 
254, 270. 








may be said to have the effect of plac- 
ing the legislative stamp of approval 
upon the law as previously drafted. 
This discussion will be confined to 
those sections affecting the allocation 
of income. 


ALLOCATION OF GROSS INCOME 


Section 23 of the original act defines 
the principles governing the assign- 
ment or allocation of gross income. 
The only change made therein was in 
Subsection (d) which deals with the 
income derived from carrying on a 
trade or business within and without 
this state. This subsection was amended 
to require the inclusion of income 
from intangible property employed in 
a business in the total income subject 
to apportionment, notwithstanding any 
provisions of Section 23 to the con- 
trary. This specific requirement makes 
definite what has already been recog- 
nized in general practice. Article 1005 
of the regulations provides that: 


.... Where a taxpayer manufactures 
and sells patented articles, a part of the 
income from such business would be im- 
putable to the patent rights but would not 
follow the domicile of the taxpayer, even 
though the patents are intangible property. 
The income attributable to the patents in 
such cases would normally be allocated 
along with the other income from the sale 
of patented articles.” 


But in any case where the intangi- 
bles, while admittedly employed in the 
business, have acquired a local situs 
through integration, it becomes a sim- 
ple matter for the state to hurdle Sec- 
tion 25 and tax the income therefrom 
under Section 26 on the theory of the 
business situs. Hence, Subsection 23 
(d) as now revised, would only be 
effective where Section 25 was em- 
ployed by the state for apportionment 


purposes, which is in a comparatively 
small percentage of the cases. If it be 
granted that the intangible property 
is employed in the business, then Sub- 
section 23 (d) as originally designed 
was equally as applicable to such in- 
come as is the revised sub-section. 


TREATMENT OF INCOME Not 
DERIVED FROM BUSINESS 


It is often difficult to determine 
what is meant by the employment of 
property in the business. For instance, 
it is recognized that a corporation may 
be engaged in several distinct kinds of 
business, each of which must be con- 
sidered separately in determining the 
amount of its income which is taxable 
in this state. By the same line of 
reasoning a corporation may also have 
income which is not derived from any 
trade or business. The state has fre- 
quently recognized this condition. The 
corporation may have substantial sur- 
plus funds which it has kept invested 
in U. S. Government obligations over 
a long period of years, not using these 
funds in its regular business but merely 
holding such securities and collecting 
the income therefrom. The state has 
held that such income was not subject 
to apportionment as it was not within 
the purview of Sub-section 23 (d), 
but that it was assignable to the cor- 
poration’s domicile under Sub-section 
(b). 

The situation would be the same 
under the revised law. The assign- 
ment of income from property not 
employed in the business is not gov- 
erned by the principles of integration, 
as it is regulated by statute. In a case 


where the corporation is not domiciled 
in Minnesota, such income would not 
be taxed in this state. 
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WuatT Is CONSTRUCTION OF 
“DOMICILE” ? 
This brings us to a consideration of 
the term ‘domicile.’ Article 1004 of 
the regulations provides that: 


“The legal domicile of a corporation is 
the state in which it is created or organ- 
ized, although its actual domicile may be 
elsewhere.” 


In the early days of the administra- 
tion of the 1933 Income Tax Act, the 
state leaned toward the recognition of 
“actual domicile’ as opposed to the 
legal fiction, and viewing the subject 
from the standpoint of common sense, 
there was some merit in its views. The 
only extant opinions which it could 
find in support of this attitude were in 
text books on.taxation. In actual prac- 
tice the state adhered to the legal fic- 
tion and disposed of a large number 
of cases on that basis. 

Encouragement for the reversion to 
the “actual domicile’’ theory was 
found in 1936 in an ad valorem tax 
case.2 However, the state proceeded 
rather cautiously, as this case, while 
referring to a “commercial domicile,” 
was still outside the boundaries of in- 
come taxation. Then in 1937 a Min- 
nesota case arose in which the State 
Supreme Court in deciding a property 
tax contest also referred to a ‘‘com- 
mercial domicile’’ and was upheld by 
the United States Supreme Court.% 


LEGAL FicrION No LONGER 
CONTROLLING 


Fortified by this development in its 
own backyard, the state has now rather 
definitely taken the position that the 
legal fiction is no longer controlling 
in the field of income tax. There is 
considerable doubt as to the attitude 
which the Minnesota Supreme Court 
will take on this question when and 
if it is called upon to render a decision. 
The state itself recognizes that it is 
borrowing from another field when it 
adopts the ‘‘actual domicile” theory, 


? Wheeling Steel Corp. v. Fox et al., 56 
Sup. Ct. 733, Decided May 18, 1936. 

* First Bank Stock Corporation v. State 
of Minnesota, 57 Sup. Ct. 677, Decided 
April 26, 1937. 
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and its position is none too strong. 
It has also apparently been deterred 
somewhat by the Wisconsin case in- 
volving efforts by that state to domes- 
ticate a foreing corporation in order 
to reach the income from its intan- 
gibles.4 


GREATEST EFFECT ON HOLDING 
COMPANIES 


The revision of Section 23 may have 
its greatest effect in the case of holding 
companies. The state has not at- 
tempted to define what constitutes the 
holding of property. The act recog- 
nizes that the business of holding in- 
tangible personal property and the col- 
lection of the income and gains there- 
from may not be sufficient to give such 
property a local situs through integra- 
tion. A corporation may be organized 
under the laws of Delaware for the 
purpose of holding property ; its activi- 
ties may be conducted entirely in Min- 
nesota and its income would not be 
subject to tax in this state under the 
legal domiciliary concept. In such in- 
stance it is difficult to see how the state 
could employ the theory of the ‘‘actual 
domicile” in order to reach this in- 
come, as the property evidently would 
not acquire a situs in this state through 
integration. Section 23 is obviously 
in need of considerable elucidation. 


STANDARD THREE-FACTOR 
FORMULA FAVORED 


Section 25, which specifies the stat- 
utory apportionment fraction, has not 
been revised. The failure of the legis- 
lature to touch this section is signifi- 
cant. It has been the subject of great 
interest to taxpayers and the state alike. 
In administration, Section 25 has al- 
most been negatived, as there has been 
a marked tendency on the part of the 
state to resort to Section 26 rather than 
use the statutory sales fraction. Due 
to this condition, there was consider- 
able agitation during the recent spe- 
cial session of the legislature for a 
new statutory fraction that would in- 
clude other factors besides sales. The 
subject of a multiple factor formula 


“Newport Company et al. v. Wiscon- 
sin Tax Commission, Wisconsin Supreme 
Court, Decided June 24, 1935. 





was considered by the legislature with 
interest, and some support was found 
for a composite fraction comprised 
of the factors of sales, property and 
payrolls; but after considerable delib- 
eration the legislative committees con- 
cluded to leave the section untouched, 
apparently feeling that Section 26 en- 
abled the commission to use such a 
composite fraction where the case jus- 
tified it. The committees saw no neces- 
sity for making its use mandatory. The 
state has shown evidences of a desire 
to employ a standard three-factor 
formula. Failure to promulgate such 
a fraction may be ascribed to its desire 
to preserve its freedom of action under 
Section 26. 

Many taxpayers have contended that 
it is mandatory upon the commission 
to use Section 25 (the sales or gross 
receipts fraction) in the average case, 
resorting to Section 26 only in unusual 
circumstances. The state has refused 
to acquiesce in this view. The query 
may well be made as to whether this 
non-recognition of the statutory frac- 
tion in itself is tantamount to viola- 
tion of the constitutional principle pro- 
hibiting the delegation of legislative 
authority. The state’s defense naturally 
would be that the object of the act it- 
self is to ascertain and tax the correct 
amount of income allocatable to Min- 
nesota, and that if the method which 
it adopts in the individual case accom- 
plishes this result, no complaint by 
the taxpayer will stand. 


STANDARD FORMULA WOULD BRING 
UNIFORMITY 


However, there is a flaw in this 
reasoning. It is a matter of common 
knowledge that a number of account- 
ants could individually determine the 
taxable net income of a taxpayer en- 
gaged in business within and without 
Minnesota, and each one would arrive 
at a different result. It is for the very 
purpose of avoiding this difficulty and 
establishing uniformity that standard 
apportionment fractions are prescribed 
in the income tax acts. It has been 
argued by taxpayers, and not without 
merit, that the only instance in which 
the statutory formula should be ig- 
nored would be where the results ob- 





























tained thereunder are so far at variance 
with the economic factors involved as 
to be repugnant to common sense. 

It is unfortunate that the statutory 
fraction in the Minnesota Act is com- 
prised of a single factor, as many 
arguments may be raised against the 
adequacy of such a lone factor in 
apportioning income. Yet, if the legis- 
lature felt that the single factor was 
inadequate to the point where it would 
be almost totally disregarded in admin- 
istration, then the legislature certainly 
was remiss in its duty by permitting it 
to stand. If the courts eventually 
hold that the commission’s procedure 
in disregarding Section 25 in the aver- 
age case is proper, it will merely mean 
that the taxpayers are at the mercy of 
the state. Such a condition is nothing 
short of deplorable, for wherever hu- 
man nature is involved the temptation 
to take advantage of that situation 
could conceivably become overpower- 
ing. It is a matter of common knowl- 
edge that the average taxpayer cannot 
afford to carry his case through the 
courts, but must rely entirely upon the 
fairness of the state. Under these 
circumstances, the state has upon it the 
moral responsibility of taking not all 
that it can get as the result of its sov- 
ereign advantage, but of tempering its 
desires for revenue with consideration 
for the goose that lays the golden egg. 

The changes made by the legisla- 
ture in Section 26 appear to be of little 
consequence. They merely provide in 
substance that if the statutory method 
prescribed for the allocation of income 
will not properly reflect the income 
assignable to this state, the separate 
accounting method shall be used if 
practicable and if it will properly re- 
flect such income; and they provide 
further that if neither of these meth- 
ods will properly reflect the taxable 
net income, the commission may rfe- 
sort to other methods. The burden of 
proof is still on the taxpayer to estab- 
lish the invalidity of both the method 
and its results as applied to his case. 
It therefore would seem that the sub- 
stance of Section 26 remains the same 
as before it was changed, for it will 
readily be admitted that the commis- 
sion still has authority to disregard the 
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separate accounting method as the sec- 
ond choice, leaving the burden of con- 
tention and proof to the taxpayer. 


Looks LIKE PLAIN DELEGATION OF 
AUTHORITY 

Theoretically, under the old law the 
taxpayer could attempt the same show- 
ing as he can under the present act. 
Hence, all parties stand precisely 
where they would have stood under 
the old law. There is no doubt but 
that the commission’s authority in the 
selection of an allocation method under 
this act as interpreted by it comes 
within a shade of representing a plain 
delegation of authority by the legis- 
lature which, of course, is unconsti- 
tutional. The perpetuation of this 
condition is due principally to the 
reticence of the taxpayers to resort to 
litigation in order to establish the ex- 
tent to which the state should recog- 
nize the statutory apportionment frac- 
tion. This applies with equal force to 
other sections of the Minnesota In- 
come Tax Act, which are in many 
cases of equal importance to both 
foreign and domestic taxpayers. 

Until such time as these matters are 
adjudicated, taxpayers must rely solely 
on their individual ability to present 
their claims to the state in the proper 
manner, fortified by a knowledge of 
the conditions with which they are 
confronted, and hope for the best. The 
picture is none too bright when viewed 
from that standpoint, unless the tax- 
payer has an exhaustive knowledge of 
the law and fortifies his case with 
strongly built claims. The other al- 
ternative is for taxpayers to marshall 
their forces and secure interpretation 
of the laws through the judiciary. 


Amend Rules Under Utility 
Company Holding Act 

The Securities and Exchange Com- 
mission has amended four of its rules 
under the Public Utility Holding 
Company Act of 1935. Rule 9C-3(9), 
which provides an exemption from 
Commission approval for certain 
types of security acquisitions, has 
been amended to extend a similar ex- 
emption in Cases where securities are 
acquired incidentally in a reorganiza- 
tion of public utility companies of 
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the same State, when all acquisitions 
of utility assets have been expressly 
authorized by the State commission. 

Rule 17C-4 was amended to per- 
mit registered holding companies or 
their subsidiaries to have, under cer- 
tain circumstances, as their officers or 
directors representatives of owners 
of 10 per cent. of outstanding voting 
securities, regardless of such repre- 
sentative’s financial connections. To 
complement this addition, Rule 
17C-6, limiting the number of di- 
rectors and officers having financial 
connections, was extended to include 
this new category. 

Rule 17C-7, allowing, under spe- 
cial circumstances, registered holding 
companies or their subsidiaries to 
have as officers or directors persons 
with financial connections in institu- 
tions located in territories served by 
the companies, was amended, so that 
an officer or director of such com- 
panies may occupy a similar position 
in any subsidiary company, even 
though the territory served by such 
subsidiary company does not meet 
the requirements set forth in the 
rule. 


TREATISE ON UNDIS- 
TRIBUTED PROFITS TAX 


A valuable contribution to the dis- 
cussion with respect to the tax on un- 
distributed profits of business concerns 
has been issued by Dun & Bradstreet, 
Inc. It is the September issue of Dun’s 
Review, of which thirty-two pages are 
devoted to this subject. The article 
is by Dr. Willard L. Thorp and Mr. 
Edwin B. George. 

A section is devoted to alternatives 
to cash dividends, in which the legal 
principles are cited. Other sections are 
entitled ‘“New Money and Spending” ; 
“The Tax Year”; ‘Revenue Aspects” ; 
“Individual Ability To Pay’; “Small 
versus Large’; “Corporations versus 
Partnerships”; “Effects on Special 
Groups”; ‘Economic Effects’; “‘For- 


eign Systems”; and “Alternative Pro- 
posals.”” 

In making the survey on which the 
atticle is based, questionnaires were 
sent to about six thousand corporations, 
in twelve lines of business. 












Wide Range of Subjects Studied By 


Controllers During Past Year 


Review of Year's Work of Controllers Institute of America Indicates It 
Was One of Most Productive In History of Organization—Scores of Con- 
ferences and Discussions Cleared Up Many Questions as To Procedures. 


The fiscal year of The Controllers 
Institute of America which has just 
closed (August 31) must go into the 
records as one of the most productive 
in the history of the organization, a 
survey of the year’s work discloses. 
In every direction, the work done by 
The Institute and its branches ex- 
panded, during the twelve-month pe- 
riod, and the members may rightfully 
feel that their organization performed 
many useful services along technical, 
economic, and in a sense, professional 
lines. 

Certain it is that the scores of con- 
ferences and discussions which took 
place under the sponsorship of The In- 
stitute in the principal business cen- 
ters of the country, yielded informa- 
tion of great value to the members— 
information with respect to correct 
procedures having a bearing on new 
problems which arose for the most 
part from regulatory enactments by 
Congress and by State Legislatures. 

These meetings and conferences be- 
tween controllers are comparatively 
new. Prior to the organization of The 
Controllers Institute of America, late 
in 1931, there was no agency to spon- 
sor such conferences, and no machinery 
to operate them. These discussions, 
which controllers all agree are of real 
value and usefulness to them, are the 
direct outgrowth and product of The 
Institute. They constitute, perhaps, 
one of its greatest assets. 

So many problems which apparently 
were aimed directly at the controller 
by the Federal and State Governments 
have presented themselves for solution 
in the past six years that controllers 
generally welcomed most cordially the 
opportunity to compare notes, experi- 
ences, and plans with other controllers. 
The year just ended gave convincing 





demonstration of the usefulness of 
such exchanges. 


YEAR Was AN EXCEPTIONALLY 
Busy PERIOD 

The national election was hardly out 
of the way before the registration of 
practically all wage earners and other 
employees of business concerns for old 
age benefits tax purposes was projected 
into the picture by the Social Security 
Board; the last months of the calendar 
year 1936 saw controllers and financial 
officers grappling with the intricacies 
of the tax on undistributed earnings 
and the job of estimating in advance 
of the close of the business year the 
approximate earnings of the year. 

In this same period, controllers were 
faced with the problem of setting up 
machinery for computing the tax of 1 
per cent. of wages of employees for 
old age benefits, under the Social Se- 
curity Act, and of providing and keep- 
ing records from which a six months’ 
report (quarterly hereafter) could be 
made to the Treasury. 

On top of this was the unemploy- 
ment compensation tax problem, with 
changing rates and other provisions, 
and with new laws being enacted in 
various states, most of them dating 
back to January 1, 1937. Along with 
the many state problems related to un- 
employment compensation came the 
need of tying in the details with the 
federal requirements, and the settle- 
ment of the myriad of minor prob- 
lems arising under conflicting regula- 
tions. 


First FILING OF INDIVIDUAL 
WAGE REPORTS 
At the close of June, after the spring 
problems of state and federal income 
and other taxes were out of the way, 


came the first filing with the Treasury 
of individual reports of taxable wages 
earned in six months by each employee 
—a tremendous task. 

Most of these problems were new 
ones, and it is not surprising that the 
many meetings devoted to their con- 
sideration which were held by The In- 
stitute and its branches in the principal 
cities were well attended, and that 
members showed a high degree of in- 
terest in the discussions. 

Beginning with the Fifth Annual 
Meeting in early October, 1936, some 
of the principal subjects studied by 
members of The Institute were: 


Social Security: 

Meetings in October and November 
helped to clarify procedures in con- 
nection with issuance of registration 
cards and numbers to employees, and 
in setting up of company records. 

One of the clearest presentations 
with respect to the provisions, the 
method of application, and the prob- 
able effects of Social Security legisla- 
tion, both federal and state, was pre- 
sented to members of The Institute by 
Mr. M. B. Folsom, treasurer of the 
Eastman Kodak Company, Rochester, 
New York, at the Annual Meeting of 
The Institute on October 5, 1936. In 
his address Mr. Folsom pointed out 
certain amendments that seemed to be 
very desirable. It may be noted that 
none of these amendments has as yet 
been made, but they are on the pro- 
gram for consideration when amend- 
ment of the Social Security Act will 
be taken up by Congress, presumably 
early in 1938. 

Mr. C. J. Van Niel, controller of 
the Eastman Kodak Company, was 
made chairman of The Institute’s Com- 
mittee on Social Security Procedure. 



































In discussing the work of the Com- 
mittee with Mr. Van Neil, Mr. P. J. 
Urquhart, President of The Institute 
said: 

“The Social Security Act has, as you 
know, created new problems for the 
controller. . .. . The liabilities of 
both employer and employee under 
this act are now becoming more defi- 
nitely crystalized and because of the 
newness of the problem there will 
doubtless be a number of questions 
asked by our members, upon which the 
advice and suggestions of the Commit- 
tee on Social Security Procedure may 
be desired. 

“The Social Security Board will be 
issuing regulations from time to time, 
and there may be amendments to the 
law, and the occasion might arise that 
our Committee on Social Security Pro- 
cedure would find it helpful to pre- 
pare some brief to file with the Social 
Security Board or even to appear be- 
fore them in oral argument. There is 
no such definite plan in mind but The 
Institute must hold itself ready and 
available to give such service as it 
can.” 


RECEIPTS TO EMPLOYEES FOR 
DEDUCTIONS 

One of the first questions that arose 
was with respect to the need of giving 
receipts to employees for deductions 
taken from wages or salary earned. In 
some instances these receipts were 
needed for both the federal old age 
benefits tax and a state unemployment 
compensation tax. Forms were quickly 
devised by controllers of many corpo- 
rations and several of these were pub- 
lished in THE CONTROLLER, thus mak- 
ing available to all members of The 
Institute suggestions with respect to 
the handling of this problem of giv- 
ing receipts to employees. 

Advance copies of Forms SS-2 and 
SS-2a, proposed by the Treasury De- 
partment for use in reporting in July 
the taxable wages earned by every em- 
ployee for the first six months of the 
calendar year, were made available to 
the Committee on Social Security Pro- 
cedure of The Institute for inspection 
and suggestions early in May. 

Copies of the form were circulated 
among members of the committee and 
suggestions and comments solicited. 


The comments were published and 
when the forms were finally approved 
by the Treasury Department, copies 
were secured in time for publication 
in the June issue of THE CONTROLLER 
so that controllers could begin making 
their plans for compiling these reports 
in July. 

With the experience of the first 
year behind them, controllers feel that 
they will be in a position to make 
worth-while suggestions to the Treas- 
uty Department with respect to pos- 
sible amendments of Form SS-2a when 
the time arrives for considering such 
changes. 

Following the filing of Form SS-2a 
in July, The Institute made a survey 
designed to elicit details of the experi- 
ences of controllers in compiling large 
numbers of these reports, together 
with comments and suggestions as to 
how the procedure might be improved. 
Replies to these inquiries were re- 
ceived in large numbers during Au- 
gust, and a portion of the information 
obtained appears in this issue of THE 
CONTROLLER. 

A proposal which was made to the 
Committee on Social Security Proce- 
dure, that The Institute seek to obtain 
permission from the Treasury De- 
partment and the Social Security Board 
to omit the ‘‘cents” item in computing 
the tax on employees’ wages, was given 
careful consideration by the Committee 
and by the Board of Directors of The 
Institute and the decision was reached 
that The Institute should not, at this 
time, request such a ruling from the 
Treasury Department. 


CONFERENCES WITH STATE OFFICIALS 

In a number of instances, members 
of State Unemployment Compensation 
Commissions addressed meetings of 
Controls. Members of these commis- 
sions also sat in committee meetings 
in conference with members of Con- 
trols, on matters of proposed amend- 
ments of the state laws and of adop- 
tion of various forms and regulations. 
Members of The Institute were able 
in a number of instances to make 
worth-while contributions to the state 
authorities in the way of suggestions 
and comments. 

Mr. Henry P. Seidemann, who set 
up the machinery for registering the 
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employees of business concerns under 
the old age benefits section of the So- 
cial Security Act, addressed a meeting 
in New York City in December in 
which he described the machinery. 

Social security problems were mode 
one of the principal subjects for dis- 
cussion at the Spring Conference of 
The Institute held in New York City. 
Mr. Edwin R. Maslen, of Commerce 
Clearing House, addressed a meeting 
in New York City on May 20 on ‘The 
Unemployment Insurance Maze.” 

A summary of the provisions of 
State Unemployment Compensation 
laws was published in THE CONTROL- 
LER. 


Undistributed Earnings Tax: 

At the beginning of the fiscal year 
which has just closed, there was pub- 
lished in THE CONTROLLER a sym- 
posium on the subject ‘Accounting 
for Accruals for Undistributed Earn- 
ings Tax.” This consisted of a series 
of letters and articles written by mem- 
bers of The Institute describing how 
they proposed to handle these accruals 
in their company accounts and reports. 

This symposium provided much in- 
formation for controllers and financial 
officers of business concerns which 
they were able to use to advantage as 
the end of 1936 approached. 

Several papers on the subject of the 
undistributed earnings tax were pre- 
sented during the year and a number 
of articles on the subject were pub- 
lished in THE CONTROLLER. 

Among them were an article by Mr. 
U. S. Green, C.P.A., in which he 
spoke of the ‘‘reserve for unknowable 
taxes” and gave various suggestions 
as to how to meet the problem of de- 
termining the amount of dividends to 
be paid; an address by Mr. H. P. 
Fernald, C.P.A., in which he brought 
out the fact that the tax on undistrib- 
uted earnings brought constant pres- 
sure on companies to depart from 
sound principles; and an address by 
Honorable Arthur A. Ballantine, for- 
mer Under-Secretary of the Treasury, 
before a New York audience, in which 
he spoke of the necessity imposed by 
law of guessing at the earnings of a 
company before the year closes in 
order to determine the dividend policy. 


(Please turn to page 252) 
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Brief Items from Here and There of In 





est 








Many Filing Claims for Refunds 
of Capital Stock Taxes 


Claims for refunds of capital stock 
taxes paid to the government during the 
last four years are being filed by many 
taxpayers, on the strength of a decision 
handed down by a United States District 
Court judge in Kentucky, in Oertel vs. 
Helvering, which cast doubt on the con- 
stitutionality of the capital stock tax. 
These claims for refund are being advised 
by tax practitioners as a protective meas- 
ure. Such claims are subject to the statute 
of limitations of four years, dated from 
the time payment was made. Time for 
payment was extended to September 30, in 
1933, and thus many taxpayers still have 
time in which to file their claims. The be- 
lief among lawyers is that the tax will be 
held to be constitutional. 


Recommends Abolishing Office 
Comptroller of Currency 


The Brookings Institution, in a report 
to the Senate Committee on Reorganiza- 
tion, filed August 12, recommended aboli- 
tion of the office of the comptroller of the 
currency, and assignment of its functions 
to the Federal Reserve Board and the 
Federal Deposit Insurance Corporation. 
The Brookings Institution made the point 
that the present control of banks and of 
the currency is imperfect and that there 
are four bank examining agencies when 
there is need of only one. 

The Brookings’ report says that the 
comptroller of the currency is the execu- 
tive head of the national banking system, 
yet such important matters as control of 
interlocking directorates under the Clay- 
ton Act, and permission for national 
banks to establish branches, are delegated 
to the Board of Governors of the Fed- 
eral Reserve System. 

The Brookings’ report poses the ques- 
tion, whether the functions now per- 
formed by these three agencies shall con- 
tinue to be performed by these agencies, 
or by two, or one. It added that con- 
solidation of these three bodies into a 
single agency would be a long step to- 
ward a unified banking system, involving 
political and economic issues, more than 
administrative efficiency and economy, to 
a discussion of which the report was lim- 
ited. 

Controller “Boils Out” 
Essential Figures 


Mr. Walter P. Chrysler, in a magazine 
article, describes succinctly the duties and 
responsibilities of a controller in a ref- 
erence to the controller of the Chrysler 





Corporation. He points out that the con- 
troller’s job involves not only accounting 
and control, but also preparation of 
budgets and forecasts of what the busi- 
ness may be expected to do. He added 
that thousands of clerks are kept busy by 
the controller so that he can boil out the 
essential figures which the Operations 
Committee needs for its decisions. He 
refers to the steady stream of accurate 
information that came from the control- 
ler. 


Next Year's Revenue Act 
Now Being Formulated 


Next year’s Internal Revnue Act is be- 
ing formulated now, by the Treasury 
force and employees of the tax commit- 
tees of Congress. Although a complete 
revision of the Federal tax system is 
wanted, there is little likelihood that this 
will be accomplished. It is believed that 
the new law will not be enacted before 
March 15, 1938, and made applicable to 
1937 business, although that could be 
done. There is strong sentiment for 
amendment of the tax on undistributed 
earnings, also for revision of the capital 
gains and losses section, and of the tax- 
exempt securities provisions of the law. 
Attempts to broaden the base of the in- 
come tax also may be made. About the 
only amendments business men feel will 
actually be made will be those necessary 
to increase taxes. 


Mr. Neff Re-Writes a Too-Long 
Security Prospectus 


The Investment Bankers Conference, 
Inc., recently asked the Securities and Ex- 
change Commission how the descriptions 
of securities in prospectuses could be 
condensed, and still comply with the law 
and regulations. Mr. Harold H. Neff, 
director of the Division of Forms and 
Regulations replied. He agreed that many 
prospectuses have been so long and cum- 
bersome as partially to destroy their use- 
fulness. 

“The prospectus is intended to be read 
by people making business judgments,” 
Mr. Neff wrote. 

“Meticulousness, which lawyers use in 
such documents as corporate indentures, 
is out of place in a prospectus. The re- 
sulting verbiage is without meaning ex- 
cept to those skilled in legalistic lan- 
guage. Notwithstanding, the description 
of securities in prospectuses has at times 
consisted of virtual extracts taken from 
the underlying documents. 

“Such a presentation would seem to 
serve little purpose even for lawyers and 


technicians, since they would undoubtedly 
prefer to consult the original instruments, 
which are on file, for details in which they 
may be interested. 

“At any event, the Securities Act, and 
the rules adopted thereunder, do not re- 
quire the amount of detail often fur- 
nished.” 

Mr. Neff then cited a prospectus which 
contained long extracts from underlying 
documents, and rewrote it in abbreviated 
form, as an example of what can be done 
along those lines. 


Institute’s Definition of Controller's Duties 
Followed by Western Company 

The duties of its controller were defined 
by the Kansas City Life Insurance Com- 
pany, when it revised its by-laws as of 
July 1, 1937, in the language, for the most 
part, of the short form of by-law sug- 
gested by The Controllers Institute of 
America. The first portion of the para- 
graph adopted by this company follows 
exactly the paragraph suggested by The 
Institute, and reads as follows: 


“Section 7. CONTROLLER. The duties 
of the Controller shall be to maintain 
adequate records of all assets, liabil- 
ities and transactions of this Corpora- 
tion; to see that adequate audits thereof 
are currently and regularly made and in 
conjunction with other officials and de- 
partment heads to initiate and inforce 
measures and procedures whereby the 
business of this Corporation shall be 
conducted with maximum safety, effi- 
ciency and economy.” 


This company then added these sen- 
tences: 

“He shall in all matters be subject to the 
control of the Executive Committee. His 
powers and duties shall extend to all de- 
partments and branch offices of the com- 
pany and so far as the Executive Com- 
mittee may deem practical to all affiliated 
corporations.” 

Mr. J. L. Batchler, controller of this 
company, is a member of The Controllers 
Institute of America. 


Security Analyst Leaves 

Securities Commission 
The resignation of Frederick M. Bar- 
den, associate security analyst in the Reg- 
istration Division of the Securities and 
Exchange Commission, is announced by 
the Commission. Mr. Barden leaves on 
September 9, 1937, to become secretary 
of the Pennsylvania Securities Commis- 
sion, at Harrisburg, Pennsylvania. He 
became associated with the Securities and 
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Exchange Commission in March, 1935. 
Mr. Barden was in the investment bank- 
ing business for a number of years in 
New York and Philadelphia. 





Michigan’s U loyment Comp ti 


P 


Act Clarified 


The insurance manager of a company 
in San Francisco, whose controller is a 
member of The Controllers Institute of 
America, recently wrote to inquire as to 
the correct interpretation of the Michigan 
Unemployment Compensation Law as re- 
ported in the June issue of “The Con- 
troller” on Page 170. He wrote: 


“We have interpreted the Michigan law 
as subjecting employers of one or more 
individuals for three months whose ag- 
gregate payroll for each month was at 
least $50 without the qualification of an 
annual payroll of $6,000. 

“We shall appreciate your expert ad- 
vice in support of the interpretation re- 
ported in “The Controller.” If the $6,000 
annual payroll is an additional qualifica- 
tion, does this refer to Michigan payroll, 
or to total payroll in all states? Thank 
you for your advice.” 


The question was submitted to the con- 
troller of a large company in Detroit who 
is a member of The Controllers Institute 
of America. The manager of the Tax 
Division of that company, to whom the 
question was referred, gave the following 
answer: 


“The original Michigan Law (Sec. 41) 
defines an employer subject to the Act as 
‘any employing unit which in those calen- 
dar months of the same calendar year has, 
or had in employment one or more in- 
dividuals whose aggregate remuneration 
for employment, in each such month was 
at least fifty dollars.’ Section 13 of the 
Act, concerning contributions says, ‘Pro- 
vided, That each employer, in computing 
the contributions which shall accrue and 
become payable under the provisions of 
this section, may deduct from his annual 
payroll upon which contributions shall 
accrue and become payable the sum of six 
thousand dollars.’ 

“Under the law as above given, one 
could be an employer technically sub- 
ject to the Act, but not be liable for any 
tax because of the $6,000 deduction. By 
reference to that part of Section 13 quoted 
above, you can see that it refers to Michi- 
gan payroll. 

“However, the whole question is now 
academic, The State of Michigan amended 
its Unemployment Compensation Law by 





NICE WORDS FOR AUGUST 
ISSUE OF “CONTROLLER” 


Mr. R. Franklin Hurst, of Walter 
Scott & Company, Plainfield, New 
Jersey, sent this bouquet to the editor 
of “The Controller” : 


“Just received the August issue. It 
contains a lot..... The pages of 
brief items are most interesting and 
I am sure will be widely read. 

“T know you will always be glad to 
hear what members think of the is- 
sues. 

“T also heartily endorse the edi- 
torial. Briefly but heartily com- 
mended.” 











Senate Bill 270, approved by the Gover- 
nor on August 5, 1937, becoming imme- 
diately effective, so that the $6,000 de- 
duction is no longer permitted. So your 
San Francisco member is now fully cor- 
rect, although I am pretty sure that he 
did not have the information concerning 
the recent change in the law. Other pro- 
visions of this amendment, which may 
prove of interest to your San Francisco 
member is that the Act now covers ‘em- 
ployers who have eight or more individ- 
uals in their employ in each of twenty 
different weeks within the current or pre- 
ceding calendar year, including any em- 
ploying unit subject to the payroll tax 
levied by Title IX of the Social Security 
Act.’ An ‘employing unit’ must have ‘one 
or more individuals performing services 
for it within the state.’ ” 


Another Definition of “Controller” 

An excerpt from a letter recently ad- 
dressed to The Institute, in which the 
writer gives his conception of his defini- 
tion of a controller, reads: 

“The title of controller can be taken 
literally to mean acquaintance with and 
supervision of the entire revenues and 
expenditures, encompassing the necessary 
forms and systems to pass judgment upon 
their accuracy and judiciousness.” 


Securities Registrations Shrink 


One Hundred Million In July 


Analysis of statements registered under 
the Securities Act of 1933 indicates that 
new securities totaling $266,886,000 be- 
came fully effective during July, 1937. 
The comparable figures for the preceding 
month and for the same month of 1936 
are $369,065,000 and $362,925,000, respec- 
tively. 


Internal Revenue Collections 
Show Big Increase 


Internal revenue collections for the fiscal 
year ended June 30, 1937, aggregated 
$4,652,504,106.39, compared with $3,520,- 
208,381.09 for the previous fiscal year, an 
increase of $1,132,295,725.30. Income tax 
collections rose from $1,412,938,303.89 to 
$2,149,381,149.21, an increase of $736,- 
442,845.32. Excess profits taxes increased 
from $14,509,290.47 to $24,967,118.80, a 
gain of $10,457,828.33. Liquor taxes 
jumped from $525,422,525.60 to $592,- 
301,432.05, an increase of $66,878,906.45. 
The collection of social security taxes be- 
came effective for the first time during 
the fiscal year 1937, total receipts from 
that source amounting to $265,755,938.37. 

Miscellaneous taxes accounted for the 
remainder of the increase in internal rev- 
enue taxes for the fiscal year 1937, col- 
lections from this source amounting to 
$1,495,691,999.00 for 1936 and $1,620,098,- 
467.96 for 1937. 


Form for Registering on 
Additional Exchange 


The Securities and Exchange Commis- 
sion has adopted a new registration form 
under the Securities Exchange Act of 
1934, to be used for the registration of 
securities on an additional exchange. This 
form, known as Form 8-C, may be used by 
issuers which have securities listed and 
registered on one exchange, and which de- 
sire to have the same or other securities 
listed and registered upon another ex- 
change. The form requires, in general, 
the filing of copies of material previously 
filed with the original exchange. If, how- 
ever, the securities to be registered are of 
a different class from those registered on 
the original exchange, the form requires 
that in addition there be filed as an ex- 
hibit a statement which would be appro- 
priate for the registration of such secu- 
rities on the original exchange. 


WHAT OTHER TITLES FOR “PUBLIC 
RELATIONS DEPARTMENT”? 


The controller of a company of 
considerable size writes that his com- 
pany has a department known as 
“Public Relations Department ” which 
handles personnel activities, office 
management, company publications, 
advertising and all publicity work. 

This controller is interested in 
learning the name used by other 
companies for departments of that 
type. 

Information will be welcomed by 
the Editor. 











Wide Range of Subjects 
(Continued on page 249) 
Robinson-Patman Act: 

The provisions of the Robinson- 
Patman Act came in for thorough study 
during the year. A most informative 
paper on this subject was presented 
at the Annual Meeting in October, 
1936, by Dr. Willard L. Thorp of 
Dun & Bradstreet’s, in which he de- 
scribed the provisions of the act and 
the probable effects of its application. 
Mr. Eric A. Camman, C.P.A., pre- 
sented a discussion of the act at the 
Annual Meeting of 1936 in which he 
described “Five Factors Which Make 
Sellers Liable.” 

Late in the fall an attorney, Mr. 
Abraham Lowenhaupt, addressed the 
St. Louis Control on the subject ‘‘Pat- 
man Act Difficult To Apply to Settled 
Business Practices.” At a meeting held 
in St. Louis, the members discussed 
in round table fashion “The Impor- 
tance of the Costs of Production and 
Distribution under the Robinson-Pat- 
man Act.” 

An address was delivered before the 
Pittsburgh Control on the subject ‘‘The 
Robinson-Patman Act Will Not Revo- 
lutionize Business,” by Mr. Thomas J. 
Michie, Jr., assistant secretary of the 
Koppers Company and a member of 
its legal department. 


Labor Difficulties: 

Several meetings during the year 
were devoted to discussions of labor 
difficulties and their effects on costs 
and company policies. 

A paper ‘The Controller's Respon- 
sibility in the C. I. O. Crisis’ by Mr. 
H. D. Minich, chairman of The In- 
stitute’s Research Council, was_pre- 
sented before the District of Columbia 
Control. 

Speakers and commentators at the 
Spring Conference of The Institute 
discussed these problems in the light 
of validation which had then taken 
place of portions of the Wagner Labor 
Relations Act and expressed the belief 
that controllers and their companies 
should make up their minds to meet 
these problems squarely and make such 
changes as were necessitated. 

‘“Employer-Employee Relations” were 
discussed by Mr. Harvey G. Ellerd of 
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Armour and Company, before the Chi- 
cago Control early in the year. 

An analysis of the provisions of the 
Connery Fair Labor Standards Bill, 
then pending before Congress, was 
published in THE CONTROLLER in 
July, 1937. This analysis was made 
by Mr. Albert E. Meder and was pre- 
sented in the form of an address be- 
fore the Detroit Control on June 23. 
Mr. Meder is a member of the law 
firm of Beaumont, Smith & Harris, 
Detroit. 

Mr. Chester M. Culver, represent- 
ing the Employers’ Association of De- 
troit, also addressed the Detroit Con- 
trol at an earlier meeting on “Labor 
Conditions.”’ 

Mr. Theodore Hayes, Director of 
Labor of the Minnesota Amusement 
Company, addressed the Twin Cities 
Control on May 25 on the subject 
“Labor.” 

Mr. Philip G. Phillips addressed the 
Cincinnati Control on May 11 on 
“Trend of Labor Legislation in the 
United States and Its Probable Effect 
on Industry.” 

Dr. Leo Wolman, member of the 
National Labor Board and at one time 
chairman of the Automobile Labor 
Board, addressed a meeting in New 
York City on March 3 in which he de- 
scribed ‘The Background of the Labor 
Situation.” 


Cooperation with Securities and Exchange 
Commission: 


Through its Committee on Coopera- 
tion with the Securities and Exchange 
Commission, The Institute maintained 
its close relations with the commission 
during the year and was able to be 
useful to controllers. Mr. Roscoe Sey- 
bold, controller of the Westinghouse 
Electric and Manufacturing Company 
of East Pittsburgh, is chairman of the 
Committee. 

Mr. Carman G. Blough, chief ac- 
countant of the Securities and Ex- 
change Commission, adopted the pol- 
icy during the year of issuing from 
time to time opinions on the applica- 
tion of accounting principles as de- 
veloped in the work of the commis- 
sion. An arrangement was made with 
Mr. Blough by which The Institute’s 
Committee is to have an opportunity 





to review with Mr. Blough the sub- 
jects on which he proposes to issue 
opinions. It is realized that these 
opinions by the chief accountant of 
the Securities and Exchange Commis- 
sion may serve to set accounting stand- 


ards. Two of the opinions issued by 
Mr. Blough were published in THE 
CONTROLLER. 

One of the most important tasks 
assigned to this Committee on Coop- 
eration with the Securities and Ex- 
change Commission during the year 
was the study of the proposed regula- 
tions to be issued by the commission 
to govern the solicitation of proxies 
from stockholders for meetings of 
corporations. Tentative drafts of the 
proposed regulations were made avail- 
able to the committee, which held sev- 
eral meetings in the offices of The 
Institute and made recommendations 
to the commission. The regulations 
have not been issued, and until they 
are further details with respect to the 
tentative draft, and with respect to the 
recommendations made by The Insti- 
tute’s Committee, must be withheld. 

Mr. Blough addressed the District 
of Columbia Control on May 20 in 
Washington, D. C., on “The Influ- 
ence of the Securities and Exchange 
Commission on Corporate Account- 
ing. 

A review of the requirements of the 
Securities and Exchange Commission 
was presented to the Los Angeles Con- 
trol by Mr. James W. Elliot, secretary 
of the Los Angeles Stock Exchange. 

A ruling from the Securities and 
Exchange Commission was obtained 
by The Institute on the question 
whether a corporation must register 
with the Commission a new issue of 
securities which stockholders have a 
right to buy. The ruling was to the 
effect that such an issue must be regis- 
tered. 

Various rulings by the Securities and 
Exchange Commission were published 
in THE CONTROLLER during the year. 
One announced that the provisions for 
confidential treatment of the gross sales 
of companies was withdrawn. 


Taxation: 
The general subject of taxation, and 
many of its detailed phases, was dis- 























cussed in meetings of Controls during 
the year. Mr. Edwin D. Evans, C.P.A., 
presented a comprehensive paper at 
the Annual Meeting of The Institute 
in October, 1936, in which he dis- 
cussed the 1936 Revenue Act, and its 
application and effects. 

Problems raised by the Federal Rev- 
enue Act of 1936 were discussed in a 
round table conference in Cincinnati in 
February. The filing of returns under 
the Federal Revenue Act of 1936 was 
discussed before the St. Louis Control 
in February. 

The processes through which an in- 
come tax return passes after filing were 
described by Mr. D. G. Sisterson, 
C.P.A., before the Pittsburgh Control 
early in the year. 

Honorable Mark Graves, of the 
New York State Commission on Taxa- 
tion and Finance, addressed a meeting 
of the New York City Control on the 
subject ‘Allocation of New York State 
Taxes.” 

Other addresses before Controls 
were: ‘Proposed Changes in the Penn- 
sylvania Law for Assessing and Col- 
lecting Taxes,” by Mr. I. H. Krekstein, 
director of Corporation Taxes, De- 
partment of Revenue, Commonwealth 
of Pennsylvania, before the Philadel- 
phia Control; “Proposed Changes in 
California Tax Laws,” by three dis- 
cussers, at a meeting of the San Fran- 
cisco Control on March 8; ‘Personal 
Property Taxes,” by Mr. Raymond H. 
Berry, chairman of the Tax Commit- 
tee of the Detroit Board of Com- 
merce and a member of the Tax Com- 
mittee of the Chamber of Commerce 
of the United States, before the De- 
troit Control on April 14. 


Insurance: 

“Appraising Firm’s Insurance Risks 
Is Controllers’ Responsibility’’ was the 
subject of a paper presented by Mr. 
Clayton G. Hale, of Hale & Hale, 
and a member of the Insurance Com- 
mittee of the Ohio Chamber of Com- 
merce, before the Cleveland Control 
on March 9. This paper is regarded 
as one of the most illuminating contri- 
butions to this subject that has been 
made in some time. 

A round table conference was held 
by the Cincinnati Control on April 


13 on “Insurance and Other Related 
Matters.” 


Proposed Federal Corporation Licensin6 
Act: 


This subject was discussed at the 
Spring Conference of The Institute 
by United States Senator Joseph C. 
O'Mahoney of Wyoming, the author 
of the measure pending before Con- 
gress. His address was published in 
THE CONTROLLER of May, 1937. 


Corporation Statements: 

Mr. W. F. Volberg, of the Federal 
Reserve Bank of San Francisco, ad- 
dressed the San Francisco Control on 
“Consideration of a Corporation’s An- 
nual Statement from a Banker’s View- 
point.” 

At a later meeting of the San Fran- 
cisco Control, Mr. William Dolge, 
C.P.A., spoke on “The Corporation's 
Annual Statement from a Professional 
Accountant’s Point of View.” Mr. 
Dolge’s paper was published in THE 
CONTROLLER of June, 1937. 

Mr. W. J. Fortune, assistant vice 
president of the Shawmut Bank of 
Boston, addressed the New England 
Control on April 20 on “Company's 
Financial Condition.” 


Corporate Reorganization: 

Mr. Andrew B. Young, an attorney 
of Philadelphia, addressed the Phila- 
delphia Control on “How To Do 
Away with Unnecessary Parent-Sub- 
sidiary Situation’ and his address was 
published in THE CONTROLLER of 
February, 1937. It was regarded as a 
most useful contribution to that sub- 
ject at that particular time. 


Controller’s Part in Making Company 
Contracts: 


An inquiry as to the practices fol- 
lowed by companies in the making of 
contracts, with particular emphasis on 
the participation or non-participation 
of the controller in matters pertaining 
to agreements, leases or contracts, was 
made by THE CONTROLLER, and a 
summary of the results obtained was 
published in the January, 1937, issue 
of THE CONTROLLER. The replies to 
the questions indicated that the con- 
troller has a definite responsibility in 
setting up and approving special agree- 
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ments; also in watching compliance 
with and fulfillment of this type of 
contract and agreement. This survey 
was one of the most interesting studies 
made by The Institute during the year. 
The replies received were summarized 
by Mr. George M. Arisman, controller 
of the Armstrong Cork Company. 


Book Closing and Report Issuing Dates: 
The results of a study of book clos- 
ing and report issuing dates made by 
Mr. James J. Mischler, controller of 
the Hobart Manufacturing Company 
of Troy, Ohio, was published in the 
November, 1936, issue of THE CoNn- 
TROLLER. Mr. Mischler received re- 
plies to his inquiry from fifty control- 
lers in diversified lines. The report 
summarizes the replies to the fifteen 
questions which were asked and pre- 
sents interesting information with re- 
spect to the procedures followed. 


Terminology: 

A special committee under the chair- 
manship of Mr. Daniel H. Bender was 
charged with the responsibility of re- 
viewing a tentative draft of a report 
on accounting terminology which was 
submitted by a special committee of 
the American Institute of Accountants, 
of which Mr. Eric L. Kohler of Chi- 
cago is chairman. Copies of the tenta- 
tive draft of the report were distrib- 
uted among members of the Board of 
Directors of The Controllers Institute 
of America and after considerable study 
a report was drafted in which the com- 
mittee pointed out the impossibility, 
in the short time at its disposal, of 
making a worth-while review of the 
proposed report of the American In- 
stitute of Accountants and made the 
observation that an undertaking such 
as this would require months, if not 
years, of study as it meant practically 
the writing of a dictionary of account- 
ing terms. The committee expressed 
the willingness of The Controllers In- 
stitute of America to assist in a long 
range program of work along these 
lines if suitable arrangements could be 
made. 


Distribution Cost Study: 
A request was received by The In- 
stitute from Mr. Paul B. West, presi- 
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dent of the Association of National 
Advertisers, Inc., that The Controllers 
Institute of America appoint a com- 
mittee of three to become a part of a 
larger committee of an equal number 
of representatives from the American 
Management Association, the Associa- 
tion of Consulting Management Engi- 
neers, the American Association of 
Advertising Agencies, and other or- 
ganizations, for the purpose of plan- 
ning distribution cost studies for var- 
ious industries. 

The Board of Directors authorized 
the managing director of The Institute 
to participate in the meetings of the 
General Committee, two of which 
were held during the spring and sum- 
mer. Final action looking to appoint- 
ment of a committee to represent The 
Controllers Institute is to be taken 
later. 


Hours and Wages for White-Collar 

Workers: 

A survey of hours and wages for 
white-collar works in San Francisco 
was made under the sponsorship of the 
San Francisco Control. The results 
of the survey were made available to 
members of the San Francisco Control. 


Profit Sharing Plans: 

A newly adopted profit-sharing plan 
of the Minnesota Mining and Manu- 
facturing Company, of which Mr. H. 
P. Buetow, controller of that company, 
and a member of The Controllers In- 
stitute of America, is in charge, was 
described in detail in the columns of 
THE CONTROLLER in the January is- 
sue. 

Mr. Royal F. Munger, financial ed- 
itor of the Chicago Daily News, ad- 
dressed the Chicago Control on May 
25 on “A Plan for Employee Savings.” 
In this address Mr. Munger described 
the plan of the Joslyn Manufacturing 
Company. His address was published 
in the June, 1937, issue of THE Con- 
TROLLER. 


Duties of Controller: 

Various definitions of the duties and 
responsibilities of a controller, which 
were adopted by different companies, 
were described in the columns of THE 
CONTROLLER during the year. The 


duties of the controller of the Public 
Service Company of Northern Illinois, 
of which Mr. R. S. Holden is control- 
ler, were published in the Jaanuary, 
1937, issue. 

The Committee on Professional 
Standing studied this subject in several 
meetings. Reference to the conclusions 
reached is made in the report of the 
Committee on Professional Standing to 
be presented in October at the time of 
the Sixth Annual Meeting of The In- 
stitute. 

This committee is studying the laws 
and underlying regulations of various 
states with respect to the officers of 
corporations provided for by law, and 
with respect to the requirements as to 
signing various forms or returns for 
tax and other purposes, by corporation 
officers, to learn whether these are 
statutory provisions or regulatory. This 
subject also is covered in the report of 
the committee. 


Doing Business in Various States: 

An informative paper on “Decid- 
ing Factors in Qualifying To Do Busi- 
ness in Various States” was presented 
by Mr. A. G. Mueller of Prentice- 
Hall, Inc., at the Annual Meeting in 
October, 1936. This paper is regarded 
as the latest word on this subject and 
as of great value to controllers and 
other corporate officials. 


Spring Conference: 

A mid-year meeting on a national 
scale, of members of The Institute, 
was held April 29 at the Waldorf- 
Astoria Hotel, New York City. A 
series of group conferences on taxa- 
tion problems, and on labor problems, 
was held during the morning and after- 
noon; and during the evening, follow- 
ing a formal dinner, an address was 
made by Senator Joseph C. O’ Mahoney 
of Wyoming, on the subject of the 
provisions of the proposed Federal 
Corporation Licensing Act. The Con- 
ference was largely attended and was 
regarded as of great value in that it 
served to crystalize thought with re- 
spect to a number of important prob- 
lems confronting the controller. 


Stabilized Accounting: 
An address on ‘Stabilized Account- 
ing” was delivered by Dr. Henry W. 
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Sweeney, a member of The Institute, 
before the District of Columbia Con- 
trol at a meeting held March 25. This 
is a subject in which Dr. Sweeney spe- 
cializes. His writings on it have been 
widely read, and his paper, which was 
published in the April issue of THE 
CONTROLLER, proved to be of great 
interest to members of The Institute. 


Depreciation Reserves: 

An article on this subject summar- 
izing a report prepared by the Ma- 
chinery and Allied Products Institute 
of Chicago, was published in THE 
CONTROLLER in the February, 1937, 
issue. 


Ideals of Controllers Institute of America: 

The ideals of The Controllers In- 
stitute of America were restated in a 
letter by President P. J. Urquhart, 
which was addressed to the Pittsburgh 
Control in January, 1937. This letter 
was published in the March issue of 
THE CONTROLLER and served to ac- 
quaint new members of The Institute 
with the principals on which The In- 
stitute is formed. 


Economics: 

Three addresses were delivered dur- 
ing the year on the general subject of 
economics. 

Dr. Virgil Jordan, president of the 
National Industrial Conference Board, 
addressed the Annual Meeting of The 
Institute in October, 1936, on ‘The 
Economic Unimportance of Politics.” 
He made the point that rising pros- 
perity was not to be greatly influenced 
by election results. His address was 
one of the high spots of the Fifth An- 
nual Meeting. 

Dr. Walter E. Spahr, chairman of 
the Department of Economics of New 
York University, and secretary-treas- 
urer of the Economists National Com- 
mittee on Monetary Policy, addressed 
the New York City Control on Octo- 
ber 29, giving an interpretation of 
the latest monetary moves of the 
United States and other countries. He 
made the point that a managed cur- 
rency or a return to the gold standard 
were the two courses open to the 
United States. His address was pub- 
lished in the November, 1936, issue 
of THE CONTROLLER. 
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Mr. Donald B. Woodward, econo- 
mist of Moody’s Investors Service, ad- 
dressed a meeting of the New England 
Control on January 19 and gave a pic- 
ture of what business will be in 1937 
and of the factors which must be taken 
into consideration and guarded against. 
Mr. Woodward was formerly financial 
editor of Business Week and Wash- 
ington correspondent of The Wall 
Street Journal. 

Mr. Woodward also addressed the 
Philadelphia Control on March 22 on 
“Government Control of Business.” 
That address was published in the 
April, 1937, issue of THE CONTROL- 
LER. 


Integrity of Corporate Accounts: 

What might well have been re- 
garded as the keynote of The Insti- 
tute’s activities not only for the year 
just closed but for a considerable pe- 
riod, was sounded by Mr. F. J. Brett, 
controller of the Niagara Hudson 
Power Company, in a paper delivered 
at the Annual Meeting of The Institute 
in October, 1936, which was published 
in the November, 1936, issue of THE 
CONTROLLER. Mr. Brett first described 
the accounting problems of utility 
companes and the conflict of jurisdic- 
tion to which such companies are 
subject under federal and state laws. 
He made the point that the problems 
of utility companies may well become 
those of all business concerns in the 
United States. In closing his paper, 
Mr. Brett said: 

“If the corporate accounts of indus- 
try generally—yours as well as ours— 
are to be preserved along sound ac- 
counting and economic lines, then this 
Institute must play a leading role in 
the preservation of such records. No 
other interest will be as vital as ours. 
Therefore let us keep the standard of 
qualifications necessary for member- 
ship in this Institute on a high level. 
Let us resist anything that is going on 
in either the state or the nation that 
would jeopardize the integrity of the 
corporate accounts for which we are 
held responsible, and last, but not 
least, let us not forget that the great- 
est responsibility The Controllers In- 
stitute of America has is to maintain 
the integrity of the corporate accounts 
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of industry and to guard those accounts 
against the imposition of fantastic, im- 
practicable, and revolutionary theories 
which, if followed, would substitute 
controversial results for indisputable 
facts.” 


Education: 

Members of The Institute have long 
been concerned with the question as 
to the part that may be played by The 
Institute as an organization, and by 
controllers individually, in the educa- 
tion of controllers—in the proper 
training of young men who will be ex- 
pected to take up the duties and re- 
sponsibilities of controllership in the 
years ahead. 

The Institute’s Committee on Edu- 
cation, of which Mr. F. J. Carr, first 
president of The Institute and control- 
ler of the Tennessee Valley Authority, 
has been chairman since the committee 
was first appointed, has made a con- 
siderable study of the problem and has 
presented reports at recent annual 
meetings as to the progress that is 
being made. A vice chairman of the 
committee was appointed this year, Mr. 
J. H. MacDonald, of the National 
Broadcasting Company. 

The Committee on Education has 
conducted considerable work by corre- 
spondence and held one meeting. In a 
report which will be presented at the 
Sixth Annual Meeting of The Institute 
in October, 1937, the committee rec- 
ommends that efforts be made with 
various universities to co-relate special 
courses now offered in accounting, 
finance and management. 

The subject of education of control- 
lers is regarded by the Board of Di- 
rectors of The Institute as one of the 
most important with which it is con- 
fronted. Although progress appears 
to be slow in the work along these 
lines, it can be reported that a firm 
foundation is being laid for a future 
policy of The Institute. 


Appraisals: 

‘Methods of Making Appraisals” 
was the subject of an address before 
the Los Angeles Control on April 15 
by Mr. L. M. West, chief deputy as- 
sessor of personal property; also an 
address on the same subject at the 
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same meeting by Mr. Paul Milliken, 
chief oil appraisal engineer of the 
County of Los Angeles. 

An account of efforts of appraisers 
to set standards and develop a code of 
ethics for their calling was published 
in the May, 1937, issue of THE Con- 
TROLLER. 


Accounting for Profits: 

One of the most constructive papers 
presented during the year was that pre- 
pared especially by Mr. Franzy Eakin, 
controller of the A. E. Staley Manu- 
facturing Company of Decatur, IlIli- 
nois, which was published in the June, 
1937, issue of THE CONTROLLER, 
under the heading “New Method of 
Accounting for Profits Would Improve 
National Economy.’ The article was 
commented on by several writers on 
financial subjects in the daily press and 
is regarded as a most valuable contri- 
bution to the discussion of this sub- 
ject. Mr. Eakin is a member of The 
Controllers Institute of America. 


Flexible Cost Procedures: 

Mr. A. F. Liska, controller of the 
Burroughs Adding Machine Company 
of Detroit, addressed the Detroit Con- 
trol on May 12 on “Flexible Cost Pro- 
cedure To Meet Current Conditions.” 


Budgeting: 

A round table discussion on “‘Plan- 
ning and Control Through Budgets” 
was conducted by the New England 
Control on February 16. 

An address was delivered by Mr. 
J. R. Miller, C.P.A., on “A Case 
Study in Budget Control’ before the 
Pittsburgh Control on June 28. 


Personnel Problems: 

Mr. Eric A. Nicol of the Philadel- 
phia Gas Works Company addressed 
the Philadelphia Control on February 
26 on “Personnel Problems.” 


Closing Schedules: 

Mr. B. K. Shaner, head of Systems 
and Methods Department of Koppers 
United Company, addressed the Pitts- 
burgh Control on March 29 on ‘‘Clos- 
ing Schedules.” 
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Stock Exchange Operations: 

The Institute for many years has 
maintained close relations with the 
New York Stock Exchange. Mr. John 
Haskell, executive secretary of the 
Committee on Stock List of the New 
York Stock Exchange, addressed the 
Pittsburgh Control of The Institute on 
January 25 on “The Growing Inter- 
dependence of the New York Stock 
Exchange and Listed Corporations.” 
It was brought out in the course of 
Mr. Haskell’s address that improved 
corporate accounting during recent 
years has been due largely to the rules 
adopted by the Stock Exchange with 
respect to listing requirements. The 
meeting in Pittsburgh was attended by 
one hundred members and guests and 
was one of the high spots of the year 
in that Control. 

Mr. James W. Elliott, secretary of 
the Los Angeles Stock Exchange, ad- 
dressed the Los Angeles Control on 
May 20 on “The Functions and Opera- 
tions of the Los Angeles Stock Ex- 
change.” 


Legislation Affecting Industry: 

Mr. John E. Daniels, legislative sec- 
retary of the Associated Industries of 
Massachusetts, addressed the New Eng- 
land Control on March 16 on “'Legis- 
lation Affecting Industry in Massachu- 
setts.” This address proved to be of 
exceptional value to controllers in 
Massachusetts. 


Routine Operations: 

Among the routine operations of 
The Institute during the year were the 
issuance of membership cards, and of 
membership certificates to members; 
publication of the Year Book which 
appeared in March, 1937, and issuance 
of twelve monthly editions of THE 
CONTROLLER, the official publication 
of The Institute. 


Membership Growth: 

Two hundred and thirty-eight ap- 
plications for membership were re- 
ceived by The Institute during the fis- 
cal year ended August 31, 1927. There 
was a net growth of two hundred and 
four members during the year, the total 
membership at the close of business 
August 31, 1937, numbering eight 
hundred and seventy, with twenty-two 


applications for membership pending, 
the details of which had not been com- 
pleted. 

New Controls were established dur- 
ing the year in five localities: Wash- 
ington, D. C.; Twin Cities (Minne- 
apolis and St. Paul, Minnesota) ; 
Rochester, New York; Milwaukee, 
Wisconsin; Bridgeport, Connecticut. 

The issuance of charters for these 
five new Controls during the year 
brought the total number of Controls 
to sixteen. 

Approximately 90 per cent. of the 
membership of The Institute is in ter- 
ritories where Controls have been es- 
tablished. About ninety members of 
The Institute are located in isolated 
sections where there are not sufficient 
members of The Institute to warrant 
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establishing Controls. These members 
frequently attend Control meetings in 
nearby centers as well as the Spring 
Conference and Annual Meeting and 
thereby maintain their contacts with 
controllers throughout the country, as 
well as through the publications and 
reports issued by The Institute. 

During the year, President P. J. 
Urquhart visited practically all of the 
Controls then in existence and the 
managing director also visited many 
of the Controls, thus maintaining a 
close contact between the National Of- 
fice and the branches of The Institute. 

From the point of view of actual 
accomplishment, 1937 may be written 
into the records as one of the most 
productive years in the history of The 
Institute. 


Social Security Officials Pleased with Progress 


in Unemployment Insurance 
bi 


When the Social Security Board 
on July 16 approved the recently en- 
acted Illinois law providing for un- 
employment compensation, the task 
of covering all states and territories 
was completed. The amount of 
compensation, the length of time 
for which it is given, and other de- 
tails, vary widely in the different states. 

Commenting on the completion of 
enactment of state laws, Arthur J. 
Altmeyer, chairman of the Board, 
said: “Greater progress has been 
made in the enactment of unemploy- 
ment insurance laws in the past two 
years than has been made in work- 
men’s compensation (for accidental 
injury) in the past quarter century. 
The rapid extension of unemploy- 
ment insurance has been due very 
largely to the elimination, under the 
Social Security Act, of the fear of 
unfair competition as between em- 
ployers in a state with no such law 
and those in a state having such a 
law. 

“While even the most ardent pro- 
ponents of the social security pro- 
gram hardly expected that every state 
and territory would enact an unem- 
ployment insurance law which con- 
formed to all the requirements of 
the Social Security Act within the 


first two years of the life of the act, 
many problems are yet to be solved 
in the field of unemployment insur- 
ance before we can be satisfied that 
the workers of this country have ade- 
quate protection. For example, most 
states exempt small employers from 
their unemployment insurance pro- 
visions, and also exclude the occu- 
pations, such as domestic service and 
agricultural labor, not covered by 
the present federal act. No one ques- 
tions the need for protection among 
these excluded groups, but there are 
serious administrative difficulties 
which would be encountered if we 
attempted to provide all-inclusive 
coverage at the outset of this new 
program. 


WIDER COVERAGE To COME 
IN TIME 

No country in the world has tried 
to establish all-inclusive coverage; 
wider coverage has in every case 
grown slowly over a period of years. 
The problems involved in this coun- 
try are even greater than in other 
countries. It is unfair to expect that 
the United States should start at a 
level reached elsewhere only after 
long administrative experience. 
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equipment.” You will be inter- 
ested in th» statement by the 
General Auditor of the Briggs 
Manufacturing Company, 
makers of bodies and stampings 
of nearly half the passenger cars 
produced annually throughout 
the world, and of Briggs Beauty 
Ware plumbing fixtures: 


“We handle all our figure work 
on the ‘Comptometer’—costs, pay- 
rolls, sales, time-study work, fac- 
tory production, statistics, and 
general accounting. 


“In the highly competitive auto- 
motive and plumbing industries, 
costs must be carefully watched. 
The record of our experience over 
a good many years has convinced 
us that our figure work can be 
handled most economically on the 


‘Comptometer.’ This outstanding 








A “going concern” needs “going 


economy is the result of high 
speed and extreme fiexibility 
combined with accuracy. The 
ingenious Controlled-Key on each 
machine makes it almost ‘fool- 
proof’ in operation. 


“The excellent service and sug- 
gestions by which the ‘Compt- 
ometer’ organization helps us to 
meet the demands of expanding 
business is another big reason why 
we have standardized on ‘Compt- 
ometer’ methods.” 


To learn why so many pro- 
gressive businesses, large and 
small, are “sold” on “Compt- 
ometer” methods, permit a rep- 
resentative to show you (in your 
own office, on your own job). 
Telephone your local “Compt- 
ometer”’ office, or write direct to 
Felt & Tarrant Mfg. Co., 1734 
N. Paulina St., Chicago, Ill. 


Reg. U. S. Pat. Off. 
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Some Advances that Are 
Being Made in Procedure of 
Paying Accounts 


Mr. W. S. Close submits a plan to 
simplify the procedure of paying bills. 
“It would be impossible,” he says, ‘‘to 
match two controllers who are paying 
their bills the same way. Yet one or 
two hundred, perhaps, have agreed on 
and are using such familiar devices as 
a check prepared for a window en- 
velope. Several hundred more have 
discontinued writing stubs, and are 
making carbon copies of their checks. 
It is surprising how few have pro- 
gressed as far as adopting both. There 
is not a bank, for instance, in the New 
York metropolitan area which carries 
checks in stock prepared for either 
purpose. 

“As this article is to proceed on a 
premise that, so long as adequate pre- 
cautions are taken against paying any 
bill twice it is possible and in order 
to have one’s vendors keep all one’s 
records for him, let us see whether 
this statement is as startling as it 
sounds to many. 

“Distribution, varying as it does 
from six to sixteen hundred break- 
downs, from an invoice register to a 
punch card machine, will not be 
touched on here. Aside from distribu- 
tion, however, it is intended to show 
that the largest or smallest business has 
no occasion, at any time, or in any 
place, to make a transcription of in- 
voices received from vendors, other 
than at time of payment to make out 
a check. Yet it is possible to have 
every reference a controller now pos- 
sesses, whether he maintains an A/P 
ledger, or has the old or the new 
voucher system. We mean by ‘old,’ 
writing up bills on a voucher jacket, 
and filing numerically; by ‘new,’ a 
voucher check, a check with an apron 
on which are listed all invoices paid. 

“Would a controller be able to cut 
out a mess of work if this premise 
were workable ? He has but to approach 
what follows with an inquiring, in- 
stead of a mind which is satisfied that 
what he is now doing is the last word. 
Were he to call upon any brother con- 
troller and see how he is carrying on, 
he would be bound to pick up several 


short cuts which he has been success- 
fully using for years—and in return 
would be surprised to find he has never 
discontinued certain operations which 
the first controller discarded years ago. 

“For instance, the writer made two 
typical calls one afternoon recently on 
the controllers of two well-known firms 
in an identical line of business. Each 
was long established. One was shocked 
at the thought of discontinuing his 
accounts payable ledger, although he 
was using window envelopes in the 
mailing of his checks. The second had 
had no ledger for the past ten years, 
yet frowned on the possibility of mail- 
ing checks in window envelopes. 

“More often, however, when what 
follows is laid before the progressive 
firm, one hears ‘But we could have 
done all this any time.’ Certainly they 
could have, but no firm in these United 
States of America has. 

“1, As not many firms are using a 
‘Personalized Check,’ one whereon 
their own name is most prominent, and 
the bank subordinated, one need not 
be surprised to learn that is recom- 
mendation No. 1. This seems so ob- 
vious a thought as to require no dis- 
cussion. ‘We never got around to it’ 
is what is mostly heard. 

“2. For a firm using upwards of 
thirty thousand checks a year not to 
have its own safety paper is a more 
serious omission. The thirty thousand 
may include checks used by branches, 
and payroll checks. Let us look at this 
recommendation carefully. Not much 
is known about safety paper, it being 
a term which is used generally to cover 
any sort of sensitized paper which 
makes erasures or acid application ap- 
parent. As it is possible successfully to 
reproduce a ten dollar bill, so may 
payroll checks, which are identical, be 
readily reproduced. The first word in 
safety paper is still the last. Paper 
with your own trade-mark back and 
front in the identical spot, back and 
front, but never in one hundred thou- 
sand checks in the same position on 
two checks. No one has ever success- 
fully beaten this plan. 

‘So far, we have suggested an in- 
dividualized check, covering the firm’s 
requirements, on its own safety paper. 
While making this change, the firm 





The Controller, September, 1937 


may as well go all the way, and get a 
safety paper which cannot be repro- 
duced. 

“3. Now we come to window en- 
velopes. Here, the possibility of plac- 
ing most checks in a window envelope 
seems to be an afterthought. When all 
else is accounted for, ‘the tail is pinned 
on the donkey.’ Instead of making the 
check available for a stock No. 9 en- 
velope, such as is used on other mail 
in the office, it is found that a special 
window envelope is required, costing 
more, and interfering with a standardi- 
zation of forms. 

“There is less and less opposition to 
the use of window envelopes for mail- 
ing checks. Practically all dividend 
checks are so mailed. All federal gov- 
ernment checks, and with few excep- 
tions states and municipalities have 
been so mailing for years. This sug- 
gestion is probably more generally in 
use than any other. A one piece en- 
velope (window not pasted in) with 
fantastic lining, making face of check 
indecipherable, is recommended. Aside 
from time saved addressing envelopes, 
the firm avoids the possibility of mis- 
addressing one, or of placing John- 
son’s check in Jackson’s envelope. 

“4, Astonishing as it may seem to 
the majority, there are undoubtedly 
hundreds of companies still writing 
stubs in check books. ‘We like a bound 
book.’ If pre-numbered duplicates are 
used, printed on tinted stock which is 
not procurable from paper houses, 
identical security is afforded. A razor 
blade can cut a page from a check 
book, and only the missing numbers 
will indicate that it is missing. 

“At this point we meet the one 
feature of the voucherless voucher sys- 
tem which meets with opposition from 
accountants of the old school—and 
men who say ‘we've never had a de- 
falcation, men who have not con- 
sulted embezzling statistics, nor ever 
spoken to a district attorney. These 
men see no advantage in pre-num- 
bered checks and duplicates. The 
burnt cat avoids the fire. Most concerns 
today jealously guard and account for 
every check. 

“5. Checks in rolls, with one time 
carbon paper and pre-numbered dupli- 
cates, eliminate the old ‘back of a 
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THERE ARE MANY 
OTHER BURROUGHS 
MACHINES FOR 
PAYROLL ACCOUNTING 


There are many styles and models of 
Burroughs payroll machines. All 
write four payroll records in one 
operation; many compute as they 
post and accumulate totals. However 
large or small your payroll—whatever 
type of payroll accounting problem 
faces you—Burroughs can provide 
equipmentto handle the work withex- 
ceptional speed, ease and economy. 


























A typewriter that provides 


4 PAYROLL RECORDS 


in one writing 


1 THE PAYROLL 

2 EARNINGS RECORD 

3 EMPLOYEE’S STATEMENT 

4 PAY CHECK or pay envelope | 


With fast electric carriage return, electric shift to capitals, and 
convenient tabulator control—this new Burroughs payroll type- 
writer writes four payroll records in a fraction of the time re- 
quired by ordinary methods. It will pay you to see it, as well 
as other new Burroughs payroll machines from which to select 
the equipment best suited to your own individual requirements. 
Telephone the local Burroughs office or mail the coupon. 


MAIL THIS COUPON FOR COMPLETE INFORMATION! 


BURROUGHS ADDING MACHINE CO., 6629 SECOND BLVD., DETROIT, MICH. 


0 Send me complete information about the new Burroughs Payroll Typewriter that writes four 
records in one operation. 


DI should like to receive your booklet showing various ways to handle payroll records on | 
Burroughs Computing Payroll Machines and Burroughs Typewriter A | 
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check-book’ menace. There are no un- 
numbered or loose checks about. The 
operator is trained to watch for the 
next consecutive number to appear on 
the roll, and immediately report when 
one or more are missing. Defalcations 
do not occur through checks having 
been taken from the front of a num- 
bered check book. They are uniformly 
taken from back of book, or loose 
checks which can never be missed, are 
taken. 

“Rolls, in addition to the security 
feature, save insertion and _ with- 
drawal from machine. And, as one 
time carbon paper is wound into roll, 
insertion and withdrawal of carbon 
paper is eliminated. Checks in rolls 
are now available for use on ordinary 
typewriter, which, in ordinary offices, 
will be available some 90 per cent. of 
its time for ordinary work. It is possi- 
ble to write two checks, twenty, or two 
hundred, without having to pause for 
any reason whatever. When check and 
duplicate are properly prepared, once 
check is typed, there will be no stub 
to write, cash book or check register to 
post, envelope to address, check pro- 
tecting device to use, remittance slip 
to make out, or A/P ledger to post. 
And, as there will be no transcription, 
the record must be right. 

“6. The old style remittance slip, 
later superseded by the ‘apron’ or 
voucher check, the apron varying from 
same size as check to double check size, 
are both rapidly disappearing. The 
only purpose either ever served was to 
inform the vendor as to what items 
were covered by the check. Experience, 
when anyone ever stopped to check up, 
disclosed that it was the old case of 
the tail wagging the dog. Nearly all 
firms write up two to three times as 
much as there is any necessity for, to 
enable the vendor to identify the pay- 
ment. If roll checks are being used, 
250 may be had to a roll instead of 
125 of the double size apron style. 

“Probably more time is spent doing 
over again, work already well done 
once by the vendor, than in any other 
feature of A/P procedure. This is 
equally true be it copying items into 
an A/P ledger or on a voucher form, 
whether the form be mailed to vendor 
or not.” 
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Old Age Benefits Bureau Thankful 
for Cooperation of Employers 


Under the requirements of the 
Treasury, an employer is obligated 
to make a report when one of his 
workers dies or reaches the age of 
65. The Treasury recently trans- 
mitted to the Social Security Board 
its accumulation of such reports, now 
amounting to a few more than 20,- 
000, and the Bureau of Federal Old- 
Age Benefits is sending them to its 
field representatives with instruc- 
tions to give every possible assistance 
to the aged workers, or to those in- 
terested in estates of those who have 
died, in the preparation and filing of 
claims. 

The field offices have been fur- 
nished the names of the localities in 
which the workers applied for their 
social security account numbers, and 
have been told to make every reason- 
able effort to locate potential claim- 
ants. 

The number of claims which had 
been certified for payment up to the 
end of June was 4,419. The num- 
ber of claims which have been filed 
but not yet passed upon is given as 
5,342, and the number of those 
which have been disallowed, 104. 

Almost all the claims which have 
been paid are for small amounts be- 
cause, it was explained, the wages of 
the average worker, in the 6 months 
in which the program has been un- 
der way, have not been large enough 
to entitle the worker to larger bene- 
fits. 

The largest lump-sum payment yet 
to be approved was for $192.50. This 
was paid to the estate of an official 
of an oil company who died in Texas, 
on March 11. His earnings since the 
first of the year totalled almost $6,000 
and came from two different jobs. 
Another claim of unusual size has 
been reported from a Pennsylvania 
office. It is that of a retired execu- 
tive who was employed by three dif- 
ferent corporations, receiving from 
each $3,000 in wages. 


“These instances illustrate the 


working of a provision of the Social 
Security Act which is not always 


clearly understood,” said LeRoy 
Hodges, Director of the Bureau of 
Federal Old-Age Benefits. ‘The 
workers’ total taxable wages up to 
$3,000 per year from each of any 
number of employments are used as 
the basis for computing old-age 
benefits. Had either of these work- 
ers received his wages from a single 
source, only the first $3,000 would 
have been counted, and there would 
have been an appreciable decrease in 
the amount claimed.” 

If a claim filed by a close relative 
of a worker who has died before re- 
ceiving his old-age benefits does not 
exceed $500, it will be considered for 
payment without awaiting formal ad- 
ministration of the estate which may 
be required by law, Mr. Hodges ex- 
plained. If the claim is filed by 
some relative other than a spouse, 
child, or parent, it was explained 
that all possible assistance will be 
given the claimant, but he will be ad- 
vised that it will be necessary to ar- 
range for the legal administration of 
the estate. 

“Our success in certifying for pay- 
ment more than 4,000 claims,” said 
Mr. Hodges, “is due in a large meas- 
ure to the cooperation extended to 
us by employers in commerce and in- 
dustry throughout the country. Es- 
sential information concerning the 
worker’s terms of employment and 
wages received has been furnished 
by them and has been used as the 
basis for the development of claims. 
The information reports which em- 
ployers recently sent to the United 
States Treasury regarding each em- 
ployee’s name, account number, and 
total taxable wages,-will be of fur- 
ther assistance to us. In many cases, 
employers in conjunction with our 
field representatives have developed 
educational programs relating to the 
proper filling out of claims’ forms 
and the types of supplementary in- 
formation necessary. As our claims 
work expands, the continued cooper- 
ation of every employer will become 
increasingly important. 
















Additional Comments 
on SS-2a Filing 


WouLp WELCOME METHODS OF 
LESSENING EXPENSE 

This controller makes some interest- 
ing suggestions: 

“Considering only the parent corpo- 
ration, which employs 77 per cent. of 
our employees, our first informational 
return covered approximately 64,000 
employees, working at about 500 loca- 
tions throughout the country. Number 
of employees per unit ranged from 
11,200 at the largest unit to 10 or 12 
at the smaller ones. Each unit main- 
tains its own payroll records and was 
required to complete its own SS-2a’s. 
This was done from subsidiary ledger 
cards kept for each employee, the to- 
tals of which balanced with the payroll 
control account. The size of the unit 
and the type of mechanical equipment 
available to it necessarily affected pro- 
cedures for completing SS-2a’s. The 
largest unit completed many of the 
forms with an alphabetic electric tabu- 
lating machine. That unit printed 
Items 1 and 2 of the SS-2a’s with a 
regular printing press and tabulated 
the other items. 

“Practically all of the larger units, 
with upwards of 250 employees, have 
addressing machines and a plate for 
each employee used in making up 
weekly payrolls. They used the plates 
to place the employees’ names and 
numbers on the SS-2a’s. Items 1 and 
5 were stamped in by means of rub- 
ber stamps, and Item 4 inserted man- 
ually by means of reference to the 
ledger cards. When addressing ma- 
chines were not used for employees’ 
names and numbers, these items were 
typed and Item 4 inserted at the same 
operation. 

““Begause of the distribution of the 
task throughout the country we do not 
know the number of hours required in 
clerical detail to complete the job. It 
is certain that it was expensive detail 
and we would welcome methods of 
lessening the expense. The most ob- 
vious possibility appears to be in 
obtaining government approval to sub- 
mit duplicates of summary punched 
cards in lieu of Forms SS-2a. Sum- 





mary cards would be reproduced me- 
chanically from weekly cards which 
might or might not be made as pay- 
roll checks are written. 
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I'm, good secretary to him 
and he knows it. But I do wish he 
weren’t so old-fashioned. He’s not 
an old-fogey, really. As a matter of 
fact, he’s real nice looking. But I 
know what those wrinkles creeping 
around his eyes are from. He thinks 
it’s hard work. I know it’s because 
he does some things two or three 
times when he could get them done 
at once. 

“Take the correspondence, for 
instance. He reads the letters when 
they come in—puts them to one side 
to answer later—all in a bunch. If 
he had an Ediphone at his elbow, 
he’d just pick up the receiver and 
answer right away — no different 
than using his telephone. 

“Of course, I’m not complaining 
...-much, I mean. He means to get 
his dictation done before he leaves 
the office at noon. But he seldom 
does. And there J am explaining to 
the boy-friend why I’m late again. 
And he doesn’t get to his golf game 
after all—or he misses keeping those 


A secretary | 
talks about /j 


PREFERENCE FOR EDIPHONE PERSISTS 


important appointments he surely 
meant tending to that afternoon. 

“Really, I think he’s awfully 
foolish. He’s letting detail ride him 
too hard. He and I could both get 
lots more done if he’d adopt Edi- 
phone Voice Writing. He’d have a 
better job. And so would I.” 

¥ 7 7 

An Ediphone permits you to handle 
instructions, memos, inquiries, let- 
ters, reminder-dates, the minute you 
think about them...increases your 
personal business capacity 20% to 
50%. For every activity where “your 
voice points the way,” use an Edi- 
phone. Investigate! For details tele- 
phone the Ediphone, your city, or 
write Dept. L37, Thomas A. Edison, 
Inc., West Orange, New Jersey. 
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“One point in which other control- 
lers might be interested: We have ob- 
tained permission from the Bureau in 
Washington for our individual units 
throughout the country to obtain their 
own supplies of Forms SS-2a from the 
collectors in their own districts. This 
will enable them to have an advance 
supply of the forms and to complete 
all but Item 4 prior to the close of the 
quarter to be reported. The detail of 
completing other items can thus be 
handled during slack period, avoid- 
ing the last minute rush. This is im- 
portant because of the short time 
within which to file the forms. Con- 
trollers interested in making such ar- 
rangements should probably take this 
up with the Bureau of Internal Reve- 
nue in Washington.” 


Extended Former Use of 
Tabulating Machines 

The forms were completed manually 
to a considerable extent by this con- 
troller’s staff: 

“Our payrolls and payroll distribu- 
tions have been computed by means of 
punched cards for a considerable time 
and we merely extended the uses of 
our tabulating machines to this particu- 
lar field. And by using summary cards 
for each pay period, we are able 
readily to combine these into quarterly 
periods or six-month periods as de- 
sired. The deduction of one per cent. 
for old age benefits can easily be made 
by running the cards through a mul- 
tiplying punch. 

“The work of completing Form 
SS-2a was done manually to a consider- 
able extent. Questions 1, 2, and 3 
were performed by using an addresso- 
gtaph machine, question 4 was typed 
or written in, question 5 was stamped 
in by hand, while question 7 was typed 
or written. 

“The balancing of the forms to the 
summary (SS-2) was performed by an 
adding machine run which also gave 
us the number of SS-2a forms by using 
as item counter. 

“It is difficult to estimate the total 
hours of work necessary to complete 
this job, due to the fact that part of the 
operation is merely an adjunct to our 
payroll system and also because the 
quarterly report for Pennsylvania State 
Unemployment Compensation was pre- 


pared at the same time, but roughly 
we estimate the actual time of pre- 
paring the old age benefits forms to 
be from 225 to 250 hours for approxi- 
mately 9,000 employees. The addi- 
tional time required to record and ac- 
cumulate the figures for the quarterly 
reports by means of tabulating equip- 
ment would be approximately 100 to 
125 hours. This would make a total 
of approximately 325 to 375 clerical 
hours, exclusive of tabulating machine 
hours.” 


This Company Established 
“Clearing House” 

The controller of one of the coun- 
try’s largest companies established this 
procedure: 

“In adopting the procedure to be 
followed in the preparation and filing 
Forms SS-2 and SS-2a, our problem in- 
volved meeting the requirements for 
approximately fifteen companies, the 
smallest of which had three employees 
and the largest approximately 22,000 
employees. While the same general 
procedure was used for. all companies, 
it is believed the details applicable to 
the largest company will provide an 
interesting picture. 

“The requirement that employers 
must file their returns with the collec- 
tor of internal revenue in the district 
where income tax returns are filed 
necessitated the company establishing a 
clearing house for the purpose of con- 
solidating the Forms SS-2a and the 
preparation of Form SS-2. This was oc- 
casioned by the fact that each plant or 
office maintaining payrolls (16 in 
number) was delegated with the re- 
sponsibility of maintaining wage ac- 
cumulation records and the actual 
preparation of Forms SS-2a. 

“Prior to the inception of social 
security taxes our payrolls and checks 
were imprinted by means of addresso- 
graph plates for each employee and 
the only change necessary on such 
plates was the embossing of the em- 
ployee’s social security account number 
immediately above the name. While 
this practice was adopted prior to the 
receipt of instructions for the prepara- 
tion of Forms SS-2a, this met with the 
requirements, as the employee's num- 
ber and name appeared in the neces- 
sary sequence. 
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‘When Forms SS-2a were released it 
was found that our listing attachment 
of our addressograph equipment used 
in the preparation of the pay checks 
was suitable to the imprinting of 
Forms SS-2a, which were furnished in 
strips of five. By embossing a plate 
with the company’s name, address and 
identification number, we were able to 
insert the data necessary to complete 
items- 1, 2, 3 and 5 by merely running 
the forms through the addressograph 
twice. As the majority of payrolls 
covered only employment within the 
state as shown in the answer to ques- 
tion five, no answer to question 6 was 
necessary. The answers to questions 
4 and 7 were then inserted by means 
of typing, the information being copied 
from the wage accumulation record. 

“The next step was to balance the 
Forms SS-2a with the aggregate of the 
taxable payrolls for the reporting 
period. This was accomplished by 
segregating 100 sheets or 500 forms, 
which wete separated and added and 
fastened in a package with adding ma- 
chine tape attached, and the packages 
numbered consecutively. A statement 
was then prepared listing the package 
number, number of SS-2a’s, and the 
aggregate of taxable wages in each 
package, after which a total was shown 
under each of the respective columns. 
This statement also disclosed the ag- 
gregate of the taxable payrolls by 
month upon which the tax was ac- 
crued, the aggregate of which agreed 
with the amount shown in the first 
part of the statement. 

“This statement and the packages of 
SS-2a’s were then forwarded to the 
‘clearing house’ where all packages 
were renumbered in consecutive order 
and tied securely in a parcel containing 
6 packages, or 3,000 forms, and a 
sticker placed on each parcel disclos- 
ing the package numbers, number of 
forms and taxable wages, after which 
a total was shown for the aggregate. A 
statement was then prepared showing 
the aggregate of all parcels, by par- 
cels, which was attached to Form SS-2 
after same was used to prepare Form 
SS-2. 

“This latter procedure in addition 
to being of great assistance in control- 
ling and consolidating our various re- 


























turns was received with open arms by 
our local Collector of internal revenue, 
who has since informed us that our re- 
turns have been checked and verified 
and were the first to be forwarded by 
him from this district to the Social 
Security Board’s office in Baltimore. 

“Exclusive of labor in determining 
the taxable wages of each employee 
and the outlay of postage for the mail- 
ing of returns to and from the various 
payroll locations, our production of 
Forms SS-2a averaged approximately 
40 per clerical hour. This estimate is 
an average for all locations and takes 
into consideration the time the forms 
were actually started until they were 
filed with the collector of internal rev- 
enue.” 


A Complete Machine Operation 

Mr. F. C. Elstob, controller of In- 
ternational Business Machines Corpora- 
tion, describes his procedure, done en- 
tirely by machine, as follows: 

“With the passage of the Social 
Security Act we found ourselves able 
to furnish all the social security in- 
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formation required, because we were 
already preparing our payroll and al- 
lied records wholly automatically on 
our electric bookkeeping and account- 
ing machines. Our payroll procedure, 
and allied record work required to 
comply with social security require- 
ments, can be briefly described as fol- 
lows: 

“For hourly workers, a tabulating 
card is punched for each job worked 
upon, showing (among numerous 
other items of information) hours and 
earnings. At the close of the pay pe- 
riod, these cards are placed in an ac- 
counting machine for summarization 
by man number, and at the same time 
one summary card for each man is 
punched automatically, showing days, 
hours and earnings for the period. 

“Salaried workers are represented 
by only a single card, showing total 
hours and earnings for the period. 
Thus, at the end of the pay period 
every employee is represented by a 
summary card in file. 

“Prior to the passage of the Social 
Security Act, these pay-period sum- 
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maty catds, after being used to pre- 
pare the payroll and allied records, 
were accumulated in file to be summa- 
rized for income tax data and earnings 
statistics. We now use these cards to 
prepare also the required social secu- 
rity records. 

“Social security tax rates are applied 
automatically. Both deductions are 
computed and subtracted from gross 
earnings, and the two tax amounts and 
the net amount punched in the cards— 
all automatically by our machines. 

“In addition to these tax amounts, 
the only change we had to incorporate 
in the summary cards was to add the 
employee's registration number and 
the state of employment. These opera- 
tions also are performed automati- 
cally, as follows: 

“The pay-period summary cards for 
six months were summarized to pre- 
pare a six-months summary card for 
each employee, the pay-period sum- 
mary cards having first been sorted 
automatically so that, for each man, 
the state of most recent employment 
appeared first in order. This state was 
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then automatically punched into the 
new summary card, together with total 
earnings, company, and social security 
registration number. These new sum- 
mary cards were then associated with 
a set of name cards, by means of which 
the employee’s name was automatically 
punched in each summary card. 

“The completed summary cards were 
then sorted to remove all those show- 
ing earnings in excess of $3,000, and 
these were punched with a distinctive 
hole which enables the machines auto- 
matically to distinguish them from 
cards showing taxable earnings. 

“The six-months summary cards 
were then sorted to state of employ- 
ment and registration number, and in 
this order were listed directly on the 
SS-2a form by means of the account- 
ing machine. At the same time, totals 
were accumulated for overall earnings, 
and earnings reported to each state, 
and these totals were balanced with 
the total payroll for the six months’ 
period. 

“Our punched cards in file contain 
every pertinent item of information 
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concerning the individual worker, the 
nature of the work, time spent, money 
earned, tax deductions made, and the 
like. We believe, therefore, that we 
are im a position to supply, conven- 
iently, any social security information 
which may be requested in the future, 
as well as that which is required now.” 


How Fifty Thousand Forms Were 
Compiled 

How one of the largest corporations 
in the country handled this task was 
described by its controller as follows: 

“We filed upward of 50,000 Forms 
SS-2a covering taxable wages paid to 
individual employees during the first 
half of 1937. The returns were filled 
out locally at more than thirty payroll 
points, each point being required to 
fill out and send to headquarters its 
forms SS-2a, with adding machine tape 
attached, and Form SS-2 showing 
agreement of the total of tape and the 
taxable wages reported monthly, in 
summary, during the period. 

“We keep on separate earnings rec- 
ords all the data required for social 


security reports. Earnings for each pay 
period are posted by bookkeeping ma- 
chine, and pay checks written, in a 
single operation. The ‘break off,’ be- 
tween taxable and non-taxable wages, 
is indicated by an accumulated total 
(by machine pickup, or in the smaller 
payroll offices by hand). 

“For the six months period ended 
June 30, 1937, Form SS-2a was pro- 
duced as follows: 


1. Items 1, 2 and 3 were inserted 
by addressograph equipment, in the 
same order as the individual earnings 
records. 

“2. Items 4, 6 and 7 were typewrit- 
ten. 

“3. Item 5 imprinted, or at smaller 
locations, inserted by rubber stamp. 

“We plan to produce Form SS-2a in 
future as follows: 

“1. Items 1, 2, 3 and 4 will be 
produced at the time the accumulated 
totals are inserted in the earnings rec- 
ord, and by the same operation. 

‘2. No changes in items 5, 6 and 7.” 
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May Billing of Goods Be Treated As Sale 
Before Delivery Is Made? 


A letter recently addressed to The 
Controllers Institute of America asked 
these questions: 

“I would appreciate an expression 
of opinion from you as to the cor- 
rect procedure to be followed from 
an accounting standpoint, covering 
the facts stated below: 

“A company has a policy that it 
must receive definite shipping re- 
leases covering all goods on order 
within ninety days of the date the 
order is placed. 

“When a customer has quite a bal- 
ance of unshipped goods on order at 
the end of ninety days (and in the 
case of certain large customers, to 
protect them on a rising market) the 
company makes a consideration to 
the extent of billing the actual cloth 
to the customer on the usual terms 
and the customer pays the invoice 
when due, as though the goods had 
been shipped as of the billing date. 
The actual shipment covering this 
billing may not be made until one or 
two months after the billing. 

“1. Should billing of the goods at 
the end of ninety days be treated as 
a sale and included in the sales fig- 
ure for the period and the profit and 
loss taken on the transaction? 

“2. If you do not consider that the 
sale should be entered on the books 
until the actual delivery, how would 
you show the bill on the Balance 
Sheet? That is, as an Accounts Pay- 
able, a Deduction from Inventory, 
or as a Liability under a caption 
headed ‘Advance Billings to Custom- 
ers for Undelivered Goods.’ 

3. If you do not consider the bill- 
ing a sale from the standpoint that 
the profit should not be taken until 
the shipments are made, would you 
have a different attitude if the bill- 
ings represented sales at a loss? In 
other words, at the close of a fiscal 
year there might be quite a large 
item of these unshipped billings out- 
standing. In the inventory, the goods 
represented by these billings might 
not show up inasmuch as the fabric 
itself might not as yet have been 





woven and would therefore appear 
in the inventory as raw materials. 

“If the goods were actually on 
hand you might state that they should 
be written down to the sales value. 
However, inasmuch as current ship- 
ments and outstanding customers’ 
orders would show much _ higher 
prices it could be argued that the av- 
erage prices to be received in subse- 
quent periods would be in excess of 
the cost price. 

“I should like to have a definite 
answer as to whether or not you con- 
sider these billings actual sales (even 
if the goods have not been delivered) 
as I feel that if it is a sale it should 
be treated as such on the books and 
the profit or loss taken during the 
period of billing. 

“If it is to be treated merely as an 
advance to cover a future sale, I feel 
that provision must be made to have 
the inventory reflect any loss which 
must be taken at the time that the 
sale is actually reported.” 


RESEARCH CHAIRMAN REPLIES 


The question was submitted to Mr. 
Henry D. Minich, chairman of the Re- 
search Council of The Controllers In- 
stitute of America, who made this 
reply: 

“If your customer thoroughly under- 
stands that he is committed to his firm 
orders, and if he accepts your invoice 
as evidence of his liability—even pay- 
ing for same in advance of delivery— 
I see no reason for not treating the 
transaction as a sale at once for profit 
and loss purposes. In fact, I believe 
it is preferable from an operating 
standpoint. 

“The obvious objection is the dis- 
crepancy between sales (invoices) and 
shipments, but this is an accounting 
detail. 

“You would, of course, have to set 
up a liability for ‘goods billed but not 
shipped’ and provide as accurately as 
you can for variation of actual costs. 
Such variation would then properly be- 
come a manufacturing loss or gain 
rather than a loss or gain from sales.” 
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Special Problems for This Company 
In Filing Forms SS-2a 

Some special problems are referred 
to by this controller: 

“In order to meet the requirements 
of the Social Security Act, it was neces- 
sary to revamp our system of payrolls 
and associated records, partly in order 
to provide each employee with a state- 
ment of earnings and partly to estab- 
lish a record of the earnings of each 
employee during each quarter. In this 
connection, we installed a National 
Cash Register Company, Type 3000, 
machine, which is designed to record 
the required data simultaneously on 
(a) the payroll, (b) the employee's 
earnings record, and (c) the individual 
statement of earnings and deductions 
(check stub), to fill in the amounts 
of the individual checks, and to pro- 
vide accumulations of the gross earn- 
ings deductions and the net pay. 

“Because of certain conditions pre- 
vailing in some of the companies 
served, we found that compliance with 
the New York State Unemployment 
Insurance Law required somewhat dif- 
ferent treatment. To facilitate the prep- 
aration of these returns, we make an 
extra copy of the payroll showing only 
gross earnings for each employee. We 
then eliminate from this list those em- 
ployees whose rates of pay are in ex- 
cess of $3,000 per year and those who 
were employed outside the state, leav- 
ing only those employees whose earn- 
ings are taxable. The returns to the 
state are then prepared from these 
lists, other data being added as neces- 
sary. 

“We have so many men, stationed 
or traveling abroad, that one of our 
special problems, for both state and 
federal returns, consists of keeping a 
record of sailings and arrivals. This 
record is made by another department, 
whose duty it is to buy transportation 
tickets for all outgoing employees and 
meet those incoming, help them 
through the customs, and take care of 
any other needs on arrival. They pub- 
lish each week a list of arrivals, depar- 
tures, expected arrivals and expected 
departures. A copy of this goes to the 
Payroll Section, where the amount of 
salary taxable under federal and state 
laws is then computed.” 
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trade. The fourteen most important finan- 
cial ratios for each year and for the five 


THE SCIENCE OF VALUATION AND 
DEPRECIATION, by Edwin B. Kuriz, 
Professor of Electrical Engineering, Uni- 
versity of Iowa. Ronald Press Company, 
New York City. 221 pages. $4.50. 

The literature of asset valuation and 
depreciation is replete with confusion due 
to the fact that the same words have en- 
tirely different meanings to different peo- 
ple and that few are sufficiently careful to 
draw proper distinctions between these 
meanings. For example, value, which re- 
flects future income, should be more care- 
fully distinguished from cost, which reflects 
past outgo. To some, depreciation is a 
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method of paying for past expenditures 
(costs) on the instalment plan, the reserve 
represents the cost recovered to date, and 
the net is merely the deferred charge 
against future earnings. To others the 
word depreciation retains its original mean- 
ing and the net should reflect the present 
appraised value. To still others, including 
the author of this book, depreciation is pri- 
marily a method of building up funds for 
future replacement and the depreciation re- 
serves are a liability measuring the present 
status of the obligation to make future 
replacements. 

The conventional straight-line method of 
depreciation is considered unscientific be- 
cause it writes the cost off to zero at the 
end of average life. A more scientific 
method might be one which each year di- 
vided the residual cost of surviving ma- 
chines by the remaining life expectancy of 
such machines. Under this method, the 
rate would be the reciprocal of the average 
life for the first year but for the last year 
the rate for the last survivor would be 
the reciprocal of the maximum life. The 
reviewer believes that in addition one 
should recognize the probable variation in 
the earning power of a machine between its 
earlier and its later years and increase the 
earlier charges and reduce the latter charges 
accordingly. 

The author, however, proceeds to work 
out a scheme of replacement insurance, i.e., 
a plan of maintaining insurance on the 
life of each asset at its replacement cost 
new. The purpose is to accumulate funds 
through annual premiums and interest to 
permit the replacement of units as they 
become unfit for further service. The cost 
of replacement new, the proportion to be 
replaced each year, and the rate of interest, 
rather than the average life, determine the 
annual premium to be charged for the use 
of the assets. 

This replacement insurance plan should 
appeal to controllers who hold the replace- 
ment theory of depreciation. It will be 
less likely to appeal to controllers who 
consider (1) the recovery of past expendi- 
tures through cost instalments and (2) the 
provision of funds for future expenditures 
through the management of cash and sur- 
plus as two wholly distinct and largely 
unrelated functions. Yet the life studies 
of assets worked out in this book and in 
the author’s 1930 book, “Life Expectancy 
of Physical Property” undoubtedly repre- 
sent fundamental contributions to the sub- 
ject of accounting for long-life assets. 
Every controller who has not studied the 
former book should at least examine this 
one. 

Reviewed by E. STEWART FREEMAN, 
Dennison Manufacturing Co. 


BEHIND THE SCENES OF BUSINESS, 
by Roy A. Foulke, Manager of Analytical 
Report Department, Dun & Bradstreet, Inc. 
221 pages. 

This book presents the results of an 
intensive study of an average of 10,000 
financial statements a year for the five 
years 1931 to 1935. The figures of these 
10,000 concerns are condensed into aver- 
ages for each of 60 lines of industry and 


years are given for each line. Thus the 
book gives business administrators some 
background of basic facts, interpretation, 
and reasoning not heretofore so readily 
available. 

Five capital ratios are considered out- 
standing sign posts of financial strength, 
credit stability, and business health: (1) 
current assets to current debt, with aver- 
ages ranging from five for fur garment 
manufacturers to two for fruit and vege- 
table canners; (2) total debt to tangible 
net worth, ranging from 34 per cent. for 
chemical manufacturers to 106 per cent. 
for the canners; (3) fixed assets to tan- 
gible net worth, from 2 per cent. for silk 
piece goods converters to 74 per cent. for 
the canners; (4) current debt to tangible 
net worth, from 14 per cent. for foundries 
to 65 per cent. for the canners; and (5) 
funded debt to net working capital, from 
76 per cent. for paper manufacturers to 
105 per cent. for confectionary manufac- 
turers. Financial gmbarrassments are gen- 
erally laid to overexpansion or the depres- 
sion. These causes blend together into the 
one fundamental weakness of over-invest- 
ment in fixed assets, with concurrent heavy 
liabilities. 

Three inventory ratios are emphasized; 
(1) sales to inventory, ranging from 31 
for hardware wholesalers to 31 for prod- 
uce wholesalers; (2) inventory to net 
working capital, from 32 per cent. for but- 
ter and eggs wholesalers to 121 per cent. 
for shoe retailers; and (3) current debt to 
inventory, from 43 per cent. for shoe re- 
tailers to 132 for produce wholesalers. 
Budget and watch your inventories. They 
can be controlled more readily than any 
other item on the financial statement. 

Three sales ratios are considered most 
important: (1) the average collection pe- 
riod, ranging from 25 days for fruit and 
vegetable canners to 93 days for book pub- 
lishers; (2) the turnover of tangible net 
worth, from 1 for machinery manufacturers 
to 9 for produce wholesalers, and (3) the 
turnover of net working capital, from 134 
for furniture instalment retailers to 1114 
for the canners. An appendix sets forth 
the most frequently used terms of sales. 

Net profits are studied in ratio to three 
factors, (1) net sales, (2) tangible net 
worth, and (3) net working capital. As 
might be expected, these ratios vary widely 
between industires, concerns in the indus- 
try, and the different years for each. An ap- 
pendix gives the record of business failures. 

Here is a book every controller should 
examine and keep on his shelf for refer- 
ence. Also each of us might well think 
over these words in its preface: “The child 
can think only of today. Some business 
men can think only of this year. The out- 
standing executive thinks in terms of five 
and ten years. That begins to place prac- 
tical business operations on a philosophic 
basis for it is impossible to think in terms 
of five or ten years without giving some 
consideration to the ultimate good.” “Con- 
trol your balance sheet,—do not let the pro- 
portions of your balance sheet control you.” 

Reviewed by E. STEWART FREEMAN, 
Dennison Manufacturing Co. 

















New Members Elected 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held August 31, 1937, the applicants named 
below were elected to active membership 
in The Institute: 

BENJAMIN ANDERSON 
Metal & Thermit Corporation, New York 
City. 

ERNEST V. ANDERSON 
National City Lines, Inc., Chicago. 

JOHN J. BALSOM 
Harley-Davidson Motor Company, Mil- 
waukee. 

WILLIAM B. C. BARRETT 
Hugo Stinnes Corporation, Zurich, Swit- 
zerland. 

FLtoyp C. BARTON 
Hazel-Atlas Glass Company, Wheeling, 
West Virginia. 

MAYNARD F. CARTER 
Worcester Pressed Steel 
Worcester, Massachusetts. 

JAMES R. Coon 
The American Tobacco Company, New 
York City. 

GRANVILLE M. DarSscH 
The Waterbury Tool Company, Water- 
bury, Connecticut. 

C. BRUCE FLICK 
Hawaiian Pineapple Company, Ltd., San 
Francisco. 

Howarp L. GiBsoNn 
Wallach’s, Inc., New York City. 

WILLIAM S. GORDON 
Empire State, Inc., New York City. 

R. EARL GRAY 
Koppers United Company, Pittsburgh. 

CHARLES J. GREBEL 
Milwaukee-Western Fuel Company, Mil- 
waukee. 

JOHN M. GRIFFITH 
Michigan Alkali Company, Wyandotte, 
Michigan. 

IRVING H. JOHNSON 
American Asphalt Paint Company, Chi- 
cago. 

HaAro_LD M. JOHNSTON 
The Sparks-Withington Company, Jack- 
son, Michigan. 

VINCENT W. JONES 
The Cleveland Cooperative Stove Com- 
pany, Cleveland. 

DeENIs J. LEES 
Electrical Testing Laboratories, 
York City. 

W. H. Lewis 
Douglas Aircraft Company, Inc., Santa 
Monica, California. 

WILLIAM S. Moore, Jr. 

Eastern Shore Public Service Company, 

Salisbury, Maryland. 

C. E. O’NEIL 
National Bondholders Corporation, New 
York City. 


Company, 


New 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. 48-hour accurate service. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. 


Chicago, Ill. 

















R. D,. PAKENHAN 
The Oilgear Company, Milwaukee. 
G. R. PALMER 
The Standard Register Company, Day- 
ton, Ohio. 
Davip J. PENNEY 
Lever Brothers 
Massachusetts. 
E. CHESTER PEET 
Shell Oil Company, San Francisco. 
JOHN R. SANDERLIN 
Brown-Forman Distillery Company, Louis- 
ville, Kentucky. 
EVERETT J. SCHNEIDER 
RCA Manufacturing Company, Inc., 
Camden, New Jersey. 
PauL S. SMITH 
Rockwood Sprinkler Company, Worces- 
ter, Massachusetts. 
CLIFFORD F. THOMPSON 
R. Wallace & Sons Mfg. Company, Wal- 
lingford, Connecticut. 
JOHN G. WALLING 
Honolulu Oil Corporation, San Francisco. 
JOHN G. YOUNG 
Braman, Dow & Company, Boston. 
Louis S. ZAHRONSKY 
The Wiremold Company, West Hart- 
ford, Connecticut. 


Company, Cambridge, 


Nominations for Directors 


and Auditors 


The official call for the annual meeting 
of members of The Controllers Institute of 
America, to be held October 4, 5, and 6, 
1937, was issued August 18, 1937. With 
it were sent the names of the seven nomi- 
nees for director, for terms of three years 
each; and of the two nominees for auditor, 
for terms of one year each, as follows: 

For Director: J. D. Hartman, The Mc- 
Call Company, New York City; Thomas H. 
Hughes, General Printing Ink Corporation, 
New York City; Earl L. Pangborn, Com- 
mercial Solvents Corporation, New York 
City; Henry C. Perry, The Heywood-Wake- 
field Company, Gardner, Massachusetts; O. 
Gordon Pritchard, Simmons Company, New 
York City; Roscoe Seybold, Westinghouse 
Electric & Manufacturing Company, East 
Pittsburgh, Pennsylvania; J. S. Snelham, 
The Continental Can Company, Inc., New 
York City. 

For Auditor: Robert Meyer, William F. 
Sigg. 

The Committee on Nominations was 
composed of: George H. Richards, Chair- 
man; William J. Mackay, J. F. Twomey, 
Eugene F. Walsh, Frank Wild. 


CONTROLLER, TREASURER, 
ACCOUNTING EXECUTIVE 


Possesses diversified and extensive ex- 
perience along control, accounting, finance 
and management lines, in large industrial 
corporations, not only as corporation official 
but also as industrial engineer. Broad ex- 
perience as analyst and system builder. 
C. P. A. since 1918. Qualified by unusual 
combination of university education in 
business and law and business training to 
accept important assignments. Reference 
No. 185. 





INSTITUTE ACTIVITIES-COMMUNICATIONS 


FREDERICK S. G. RAPP 

Mr. Frederick S$. G. Rapp, one of the 
early members of The Controllers Institute 
of America, who was elected on March 16, 
1933, died August 16, 1937, after a brief 
illness. He was connected with the Lone 
Star Cement Corporation, formerly the In- 
ternational Cement Corporation. He was 
taken ill while in the southwest, on busi- 
ness for his company, and was rushed east 
and to a hospital on August 14. He was 
in his forty-first year. 

Mr. Rapp’s enthusiastic interest in The 
Institute was exceptionally helpful to the 
organization, particularly in its early days. 
He had made many friends among members 
of The Institute, who sincerely mourn his 
passing. 


CHARLES A. DANIELS 


Mr. Charles A. Daniels, who had been 
a member of The Controllers Institute of 
America since March 17, 1932, died June 
26 in Chicago after an illness of several 
months. He was forty-four years of age. 

Mr. Daniels was born in Lubeck, Den- 
mark, but was a citizen of the United 
States. He was controller of ‘the General 
Bronze Corporation when he became a 
member of The Institute. For the past 
year he had been controller of the Reliance 
Manufacturing Company of Chicago. He is 
survived by his widow and two young sons. 

A comment made by an official of the 
Reliance Manufacturing Company said that 
despite Mr. Daniels’ comparatively brief 
association with that company, he initiated 
financial and budgetary control which are 
proving great aids in the guidance of the 
business and that other executives of the 
company quickly recognized Mr. Daniels’ 
unusual ability. Mr. Daniels had made 
many friends among the members of The 
Institute in New York City and in Chicago, 
by whom he was highly regarded. 


New England 

The officers and directors of the New 
England Control met August 3 at Toy 
Town Tavern, Winchendon, Massachusetts, 
and made plans for the opening of the 
new year with a meeting on September 21, 
which will be addressed by Mr. Thomas V. 
Barb, resident partner in Boston of Has- 
kins and Sells. He will speak on “Coop- 
eration between the Controller and the Pub- 
lic Accountant.” 

President Harold M. Lawson appointed 
Mr. Sackett R. Duryee as chairman of the 
Control's Committee on Publicity, and Mr. 
Dwight B. Billings as chairman of the Com- 
mittee on Membership. 








HAVE YOU— 
Aproblem in filing-mailing or carrying en- 
velopes, folders-pockets-sales promotion 
folders? Ames has specialized for about 
twenty years. No obligation to consult us. 
AMES SAFETY ENVELOPE CoO. 
Boston, Massachusetts 
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See how little it costs to chat 
with far-away friends or trans- 
act business across the miles 
... by telephone. These low 
Long Distance rates are the re- 





sult of a series of reductions 
in recent years. 

While the rates for Long 
Distance service have been 


going down, its speed and 





clarity have just as steadily 
gone up. The average Long 
Distance call took more than 
five minutes to complete in 





1926 — only one and one-half 


minutes today. . . . Keep in 


RES 


NIGHT and 


SUNDAY* 


+ ta4i 





touch by telephone quickly, 


personally, inexpensively. 





Detroit, Mich. . 
Baltimore, Md. . 
Cincinnati, Ohio. . 


Boston, Mass. . 


Cleveland, Ohio 
Philadelphia, Pa. 
Louisville, Ky. 

Hartford, Conn. 





Pittsburgh, Pa. . 
Kansas City, Mo. 
Little Rock, Ark. 
Chicago, Ill.. . 


Buffalo, N. Y. 
Omaha, Neb. 
Shreveport, La. 
Indianapolis, Ind. 





Butte, Mont. . 
Philadelphia, Pa. 
Lansing, Mich. . 
Trenton, N. J. . 


Spokane, Wash. 
Boston, Mass. 
Wheeling, W. Va. 
Concord, N. H. 





St. Louis, Mo. 

Portiand, Me. . 
Topeka, Kan. . 
Milwaukee, Wis. 


Detroit, Mich. 
Washington, D. C. 
Chicago, Ill. 
Pittsburgh, Pa. 





Atlanta, Ga. . . 
San Francisco, Cal. 
Toledo, Ohio. . . 


Dover, Del. . . . 


Kansas City, Mo. 
Phoenix, Ariz. 
Sioux City, lowa 


Nashville, Tenn. 





Seattle, Wash. . 
New Orleans, La. 
Raleigh, N.C. . 
St. Paul, Minn. . 


Denver, Colo. 
Minneapolis, Minn. 
Wichita, Kan. 
Salt Lake City, Utah 





Newark, N. J. . 
Los Angeles, Cal. 
Denver, Colo. . 
Pierre, S.D. . 


Fort Worth, Tex. 
Des Moines, lowa 
Buffalo, N. Y. 

New York, N. Y. 





Chicago, lll. . . 
Salt Lake City, Utah 
Providence, R. 1. . 
Portland, Ore. . . 


San Francisco, Cal. 
Washington, D. C. 
Santa Fe, N. M. 
Memphis, Tenn. 





Miami, Fla. . . © 
Washington, D. C. . 
Oakland, Cal. . 


Boston, Mass. . . 


Los Angeles, Cal. 
Reno, Nev. 
Columbia, S. C. 
Spokane, Wash. 





rates. Night rates are in effect 
from 7 P.M. to 4:30 A.M. every night and all day on Sunday. 
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“Tt was in 1920 that * 
we installed our first 
Underwood Elliott 
Fisher Accounting Ma- 
chine,” says Vice-Pres- 
ident and Controller 
H. L. German of the 
Jantzen Knitting Mills. 

“That was in our 
Accounts Receivable 
Department. We were 
so well pleased with 
this machine that we soon placed 
Underwood Elliott Fisher Continuous 
Form Billing Machines in our Ship- 
ping Department as well. 

“Then seven years ago we installed 
a payroll system on one of your ma- 
chines, writing employees’ checks with 
detailed statements attached, employ- 
ees’ record data and putting all infor- 
mation on the payroll at one writing. 

“One of the important features of 
this installation is its flexibility. We 


H. L. German, 
Vice-President and 
Controller, Jantzen 

Knitting Mills, 

Portland, Oregon. 


were able, for example, to comply with 
all the requirements of the Federal 
Social Security Act by the addition of 
a single column.” 

No matter what your accounting 
problem may be, merely put it up to 
your own accountant and Underwood 
Elliott Fisher. Underwood Elliott 
Fisher makes three distinct types of 
accounting machines and maintains a 
nation-wide organization to help fit 
them to American business. 

Telephone our nearest branch for 
full particulars or mail the coupon. 


Every Underwood Elliott Fisher Machine is backed 
by nation-wide, company-owned service facilities. 


Underwood 


ELLIOTT FISHER ACCOUNTING MACHINES 


Below: Part of the Accounting Department 
of Jantzen Knitting Mills, owners of a 
world famous trade mark, where Under- 
wood Elliott Fisher Accounting Machines 
have speeded each day’s business since 1920 


Elliott Fisher model—with exclusive flat writing sur- 
face—in use today in hundreds of industries. 


Accounting Machine Division 
UNDERWOOD ELLIOTT FISHER COMPANY 
Accounting Machines... Typewriters... 

Adding Machines... Carbon Paper 
Ribbons and other Supplies 

One Park Avenue, New York, N. Y. 

Sales and Service Everywhere 
Underwood Elliott Fisher Speeds the World's Business 
Accounting Machine Division © UEF—1937 
Underwood Elliott Fisher Company 
One Park Avenue, New York, N. Y. 

Please send further information on Under- 

wood Elliott Fisher Accounting Machines 

. . without obligation to me, of course. 


Your Name 





Name of Business 


Address 





City 








Punched Cards will tell 


your inventory story 
Automatically .. . 


Speed up the task of obtaining comprehensive inven- 
tory tabulations by employing the punched-card 
method of accounting. 


This method brings complete records when you need 
them. Its accuracy minimizes the necessity for adjust- 
ment between physical inventory and book records. 
Its efficiency and automatic machine operation lower 
accounting costs. Briefly, punched cards and Inter- 
national Electric Bookkeeping and Accounting Ma. 
chines provide maximum inventory information at a 
minimum expenditure of time and money. 


SOCIAL SECURITY DATA quickly obtained 


The punched-card method of accounting is also bring- 
ing speed and accuracy to the preparation of Social 
Security Records, Sales Reports, Statements and 
numerous other important business records. Find 
out how this modern accounting method can aid you. 


A Part-time Accounting Machine Service 


Many businesses are now enjoying the advantages of 
punched-card accounting ona part-time basis through 
the facilities of the International Business Machines 
Service Bureau. Branches of this Bureau are located 
in principal cities and are ready to cooperate with you 
at all times. Write for illustrated folder today. 


BRANCH OFFICES IN 
PRINCIPAL CITIES OF THE WORLD 


GENERAL OFFICES 
270 BROADWAY, NEW YORK, N. Y. 
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